Title 21 
SECURITIES AND INVESTMENTS 


Chapters 

21.20 Securities act of Washington. 

21.30 Commodity transactions. 

21.35 Uniform transfer on death security registra- 


tion act. 
Department of financial institutions: Chapter 43.320 RCW. 
The Washington Principal and Income Act of 2002: Chapter 11.104A RCW. 


Chapter 21.20 RCW 
SECURITIES ACT OF WASHINGTON 


Sections 
DEFINITIONS 
21.20.005 Definitions. 
FRAUDULENT AND OTHER PROHIBITED PRACTICES 


21.20.010 Unlawful offers, sales, purchases. 

21.20.020 Unlawful acts of person advising another. 
21.20.030 Unlawful acts of investment adviser. 

21.20.035 Unlawful purchases or sales for customer's account. 


VARIABLE CONTRACTS 
21.20.037 Variable contracts—Registration required—Rules. 


REGISTRATION AND NOTICE FOR BROKER-DEALERS, 
SALESPERSONS, INVESTMENT ADVISERS, 
AND INVESTMENT ADVISER SALESPERSONS 


21.20.040 Registration and notification required—Exemptions. 

21.20.050 Application for registration—Filing of documents—Consent 
to service of process—Fee. 

21.20.060 Contents of application for registration—Capital require- 
ments. 

21.20.070 When registration effective—Requirements determined by 
tule. 

21.20.080 Duration of registration—Association with issuer, broker- 
dealer, federal covered adviser, or investment adviser— 
Notice to director—Extension of licensing period. 

21.20.090 Renewal of registration—Financial reports—A pplication for a 
successor. 

21.20.100 Accounts, correspondence, memoranda, papers, books, and 
other records—Release of information—Correction of filed 
document—Examination. 

21.20.110 Director may deny, suspend, revoke, restrict, condition, or 
limit any application or registration—Director may censure 
or fine registrant—Grounds—Procedures—Costs— 
Accounting. 

21.20.120 Denial, suspension, revocation of registration—Order— 
Request for, notice of hearing—Findings and conclusions. 

21.20.130 Cancellation of registration or application—Grounds. 

21.20.135 License as salesperson or broker-dealer prerequisite to suit for 
commission. 


REGISTRATION OF SECURITIES 
21.20.140 Unlawful to offer or sell unregistered securities—Exceptions. 


REGISTRATION BY COORDINATION 


21.20.180 Registration by coordination—Requirements—Statement, 
contents. 

21.20.190 Time of taking effect of registration statement by coordina- 
tion—Conditions—"Price amendment", notification. 

21.20.200 Failure to notify of price amendment, proof of compliance— 
Stop order—Waiver of certain conditions. 


REGISTRATION BY QUALIFICATION 


21.20.210 Registration by qualification—Statements—Requirements— 
Audits. 


(2020 Ed.) 


21.20.220 
21.20.230 


Information not required when nonissuer distribution. 
Time of taking effect of registration statement by qualifica- 
tion—Conditions. 


GENERAL PROVISIONS REGARDING REGISTRATION 


21.20.240 
21.20.250 


21.20.260 


21.20.270 
21.20.275 


2 


.20.280 
.20.290 


.20.300 


20.310 


.20.320 


.20.325 


.20.327 


.20.330 


.20.340 


.20.350 
UNLAWFUL REPRESENTATIONS CONCERNING REGISTRATION 


.20.360 


.20.370 


.20.377 
.20.380 


.20.390 


.20.395 


.20.400 


OF SECURITIES 


Registration statements—Generally. 

Registration by qualification or coordination—Escrow— 
Impounding proceeds. 

Registration by coordination or qualification—Offer and 
sale—Duration of effectiveness. 

Reports by filer of statement—Annual financial statements. 

Pending registration—Notice of termination—Application for 
continuation. 


DENIAL, SUSPENSION AND REVOCATION 
OF REGISTRATION OF SECURITIES 


Stop orders—Grounds. 

Stop order prohibited if facts known on effective date of state- 
ment. 

Notification of entry of stop order—Hearing—Findings, con- 
clusions, modification, etc. 


EXEMPT SECURITIES 
Securities exempt from registration. 
EXEMPT TRANSACTIONS 
Exempt transactions. 
EXEMPT SECURITIES AND TRANSACTIONS 


Denial, revocation, condition, of exemptions—Authority— 
Procedure. 


FEDERAL COVERED SECURITY 


Required filings—Consent to service—Failure to comply— 
Rules—Fees. 


CONSENT TO SERVICE OF PROCESS 
Consent to service of process—Service, how made. 
FEES 
Fees—Disposition. 
MISLEADING FILINGS 


False or misleading statements in filed documents. 


OR EXEMPTION 


Filing, registration, statement, exemption not conclusive as to 
truth or completeness—Unlawful representations. 


INVESTIGATIONS AND SUBPOENAS 


Investigations—Statement of facts relating to investigation 
may be permitted—Publication of information—Use of 
criminal history record information. 

Subpoena authority—A pplication—Contents—Notice—Fees. 

Oaths—Subpoenas—Assisting another state—Compelling 
obedience—Punishment. 


INJUNCTIONS AND OTHER REMEDIES 


Injunction, cease and desist order, restraining order, manda- 
mus—Appointment of receiver or conservator for insol- 
vent—Restitution or damages—Costs—Accounting. 

Administrative action—Hearing—Judicial review—Judg- 
ment. 


CRIMINAL LIABILITIES 


Penalty for violation of chapter—Limitation of actions. 


[Title 21 RCW—page 1] 


21.20.005 


21.20.410 Attorney general, prosecuting attorney may institute criminal 
proceeding—Referral of evidence by director. 
21.20.420 Criminal punishment, chapter not exclusive. 
CIVIL LIABILITIES 
21.20.430 Civil liabilities—Survival, limitation of actions—Waiver of 
chapter void—Scienter. 
DISCONTINUANCE OF VIOLATIONS 
21.20.435 Assurance of discontinuance of violations—Acceptance—Fil- 
ing. 
JUDICIAL REVIEW OF ORDERS 
21.20.440 Judicial review of order—Modification of order by director on 
additional evidence. 
ADMINISTRATION OF CHAPTER 
21.20.450 Administration of chapter—Rules and forms, publication— 
Cooperation with other state and federal authorities. 
21.20.460 Administrator of securities—Appointment, qualifications, 
term, etc. 
21.20.470 | Compensation, travel expenses of administrator and employ- 
ees. 
21.20.480 Unlawful use or disclosure of filed information. 
21.20.490 No liability under chapter for act in good faith. 
21.20.500 Administrative hearings public—Exception. 
21.20.510 Document filed when received—Register—Inspection of reg- 
ister, information, etc. 
21.20.520 Copies of entries, documents to be furnished—Copies as 
prima facie evidence. 
21.20.530 Interpretative opinions by director. 
PROOF OF EXEMPTION 
21.20.540 Exemptions, exceptions, and preemptions—Burden of proof. 
ADDITIONAL PROVISIONS 
21.20.700 Investigations and examinations—Additional authority— 
Scope. 
21.20.702 Suitability of recommendation—Reasonable grounds 
required. 
21.20.810 Application of chapter not limited. 
21.20.855 Examination reports and information—Exempt from public 
disclosure—Use in civil actions. 
21.20.860 | Construction—Chapter applicable to state registered domestic 
partnerships—2009 c 521. 
SMALL SECURITIES OFFERINGS 
21.20.880 Small securities offerings—Exemptions—Annual reports— 
Disqualification provisions—Rules. 
STATUTORY POLICY 
21.20.900 Construction to secure uniformity. 
REPEAL AND SAVING PROVISIONS 
21.20.910 Saving—Civil, criminal proceedings. 
21.20.915 | Saving—Prior effective registrations. 
21.20.920 Application of prior law. 
21.20.925 Judicial review of prior administrative orders. 
21.20.930 Solicitation permits under insurance laws not limited. 
21.20.935 Repealer. 
SHORT TITLE 
21.20.940 Short title. 


Reviser's note: Powers, duties, and functions of the department of 
licensing relating to securities were transferred to the department of financial 
institutions by 1993 c 472, effective October 1, 1993. See RCW 43.320.011. 


"Bucket shop": RCW 9.47.080, 9.47.090. 
Business corporations: Title 23B RCW. 


Camping resort contracts—Nonapplicability of certain laws to: RCW 
19.105.510. 


Corporate seals, effect of nonuse: RCW 64.04.105. 
Exemption of timeshares from chapter: RCW 64.36.290. 
False stock subscriptions: RCW 9.24.010. 

Fraudulent issue of stock: RCW 9.24.020. 

Life settlements: Chapter 48.102 RCW. 


[Title 21 RCW—page 2] 


Title 21 RCW: Securities and Investments 


Negotiable instruments: Title 624 RCW. 
Permit to sell stock of domestic insurance company: Chapter 48.06 RCW. 
Public service company securities: Chapter 81.08 RCW. 


Sale of capital notes and debentures by banks and trust companies: Chapter 
304.36 RCW. 


Securities of public utilities: Chapter 80.08 RCW. 
Trust receipts: Title 624 RCW. 
Uniform Commercial Code—Investment securities: Article 624.8 RCW. 


Written statement of purchase or sale to be furnished market trader: RCW 
9.47.100. 


DEFINITIONS 


21.20.005 Definitions. The definitions set forth in this 
section shall apply throughout this chapter, unless the context 
otherwise requires: 

(1) "Broker-dealer" means any person engaged in the 
business of effecting transactions in securities for the account 
of others or for that person's own account. "Broker-dealer" 
does not include (a) a salesperson, issuer, bank, savings insti- 
tution, or trust company, (b) a person who has no place of 
business in this state if the person effects transactions in this 
state exclusively with or through the issuers of the securities 
involved in the transactions, other broker-dealers, or banks, 
savings institutions, trust companies, insurance companies, 
investment companies as defined in the investment company 
act of 1940, pension or profit-sharing trusts, or other financial 
institutions or institutional buyers, whether acting for them- 
selves or as trustees, or (c) a person who has no place of busi- 
ness in this state if during any period of twelve consecutive 
months that person does not direct more than fifteen offers to 
sell or to buy into or make more than five sales in this state in 
any manner to persons other than those specified in (b) of this 
subsection. 

(2) "Customer" means a person other than a broker- 
dealer or investment adviser. 

(3) "Director" means the director of financial institutions 
of this state. 

(4) "Federal covered adviser" means any person regis- 
tered as an investment adviser under section 203 of the 
investment advisers act of 1940. 

(5) "Federal covered security" means any security 
defined as a covered security in the securities act of 1933. 

(6) "Full business day" means all calendar days, exclud- 
ing therefrom Saturdays, Sundays, and all legal holidays, as 
defined by statute. 

(7) "Guaranteed" means guaranteed as to payment of 
principal, interest, or dividends. 

(8) "Investment adviser" means any person who, for 
compensation, engages in the business of advising others, 
either directly or through publications or writings, as to the 
value of securities or as to the advisability of investing in, 
purchasing, or selling securities, or who, for compensation 
and as a part of a regular business, issues or promulgates 
analyses or reports concerning securities. "Investment 
adviser" also includes financial planners and other persons 
who, as an integral component of other financially related 
services, (a) provide the foregoing investment advisory ser- 
vices to others for compensation as part of a business or (b) 
hold themselves out as providing the foregoing investment 
advisory services to others for compensation. Investment 
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adviser shall also include any person who holds himself or 
herself out as a financial planner. 

"Investment adviser" does not include (a) a bank, sav- 
ings institution, or trust company, (b) a lawyer, accountant, 
certified public accountant licensed under chapter 18.04 
RCW, engineer, or teacher whose performance of these ser- 
vices is solely incidental to the practice of his or her profes- 
sion, (c) a broker-dealer or its salesperson whose perfor- 
mance of these services is solely incidental to the conduct of 
its business as a broker-dealer and who receives no special 
compensation for them, (d) a publisher of any bona fide 
newspaper, news magazine, news column, newsletter, or 
business or financial publication or service, whether commu- 
nicated in hard copy form, by electronic means, or otherwise, 
that does not consist of the rendering of advice on the basis of 
the specific investment situation of each client, (e) a radio or 
television station, (f) a person whose advice, analyses, or 
reports relate only to securities exempted by RCW 21.20.310 
(1), (g) an investment adviser representative, or (h) such other 
persons not within the intent of this paragraph as the director 
may by rule or order designate. 

(9) "Investment adviser representative" means any part- 
ner, officer, director, or a person occupying similar status or 
performing similar functions, or other individual, who is 
employed by or associated with an investment adviser, and 
who does any of the following: 

(a) Makes any recommendations or otherwise renders 
advice regarding securities; 

(b) Manages accounts or portfolios of clients; 

(c) Determines which recommendation or advice regard- 
ing securities should be given; 

(d) Solicits, offers, or negotiates for the sale of or sells 
investment advisory services; or 

(e) Supervises employees who perform any of the func- 
tions under (a) through (d) of this subsection. 

(10) "Issuer" means any person who issues or proposes 
to issue any security, except that with respect to certificates 
of deposit, voting trust certificates, or collateral-trust certifi- 
cates, or with respect to certificates of interest or shares in an 
unincorporated investment trust not having a board of direc- 
tors (or persons performing similar functions) or of the fixed, 
restricted management, or unit type; the term "issuer" means 
the person or persons performing the acts and assuming the 
duties of depositor or manager pursuant to the provisions of 
the trust or other agreement or instrument under which the 
security is issued. 

(11) "Nonissuer" means not directly or indirectly for the 
benefit of the issuer. 

(12) "Person" means an individual, a corporation, a part- 
nership, a limited liability company, a limited liability part- 
nership, an association, a joint-stock company, a trust where 
the interest of the beneficiaries are evidenced by a security, 
an unincorporated organization, a government, or a political 
subdivision of a government. 

(13) "Relatives," as used in RCW 21.20.310(11) 
includes: 

(a) A member's spouse; 

(b) Parents of the member or the member's spouse; 

(c) Grandparents of the member or the member's spouse; 

(d) Natural or adopted children of the member or the 
member's spouse; 
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(e) Aunts and uncles of the member or the member's 
spouse; and 


(f) First cousins of the member or the member's spouse. 


(14) "Sale" or "sell" includes every contract of sale of, 
contract to sell, or disposition of, a security or interest in a 
security for value. "Offer" or "offer to sell" includes every 
attempt or offer to dispose of, or solicitation of an offer to 
buy, a security or interest in a security for value. 


Any security given or delivered with, or as a bonus on 
account of, any purchase of securities or any other thing is 
considered to constitute part of the subject of the purchase 
and to have been offered and sold for value. A purported gift 
of assessable stock is considered to involve an offer and sale. 
Every sale or offer of a warrant or right to purchase or sub- 
scribe to another security of the same or another issuer, as 
well as every sale or offer of a security which gives the holder 
a present or future right or privilege to convert into another 
security of the same or another issuer, is considered to 
include an offer of the other security. 


(15) "Salesperson" means any individual other than a 
broker-dealer who represents a broker-dealer or issuer in 
effecting or attempting to effect sales of securities. "Salesper- 
son" does not include an individual who represents an issuer 
in (a) effecting a transaction in a security exempted by RCW 
21.20.310 (1), (2), (3), (4), (9), (10), (11), (12), or (13), (b) 
effecting transactions exempted by RCW 21.20.320 unless 
otherwise expressly required by the terms of the exemption, 
or (c) effecting transactions with existing employees, part- 
ners, or directors of the issuer if no commission or other 
remuneration is paid or given directly or indirectly for solic- 
iting any person in this state. 


(16) "Securities act of 1933," "securities exchange act of 
1934," "public utility holding company act of 1935," "invest- 
ment company act of 1940," and "investment advisers act of 
1940" means the federal statutes of those names as amended 
before or after June 10, 1959. 


(17)(a) "Security" means any note; stock; treasury stock; 
bond; debenture; evidence of indebtedness; certificate of 
interest or participation in any profit-sharing agreement; col- 
lateral-trust certificate; preorganization certificate or sub- 
scription; transferable share; investment contract; investment 
of money or other consideration in the risk capital of a ven- 
ture with the expectation of some valuable benefit to the 
investor where the investor does not receive the right to exer- 
cise practical and actual control over the managerial deci- 
sions of the venture; voting-trust certificate; certificate of 
deposit for a security; fractional undivided interest in an oil, 
gas, or mineral lease or in payments out of production under 
a lease, right, or royalty; charitable gift annuity; any put, call, 
straddle, option, or privilege on any security, certificate of 
deposit, or group or index of securities, including any interest 
therein or based on the value thereof; or any put, call, strad- 
dle, option, or privilege entered into on a national securities 
exchange relating to foreign currency; or, in general, any 
interest or instrument commonly known as a "security," or 
any certificate of interest or participation in, temporary or 
interim certificate for, receipt for, guarantee of, or warrant or 
right to subscribe to or purchase, any security under this sub- 
section. This subsection applies whether or not the security is 
evidenced by a written document. 
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(b) "Security" does not include: (i) Any insurance or 
endowment policy or annuity contract under which an insur- 
ance company promises to pay a fixed sum of money either in 
a lump sum or periodically for life or some other specified 
period; or (ii) an interest in a contributory or noncontributory 
pension or welfare plan subject to the employee retirement 
income security act of 1974. 

(18) "State" means any state, territory, or possession of 
the United States, as well as the District of Columbia and 
Puerto Rico. [2011 c 336 § 594; 2002 c 65 § 1; 1998 c 15 § 
1; 1994 c 256 § 3. Prior: 1993 c 472 § 14; 1993 c 470 § 4; 
1989 c 391 § 1; 1979 ex.s. c 68 § 1; 1979 c 130 § 3; 1977 ex.s. 
c 188 § 1; 1975 Ist ex.s. c 84 § 1; 1967 c 199 § 1; 1961 c 37 
§ 1; 1959 c 282 § 60.] 

Reviser's note: The definitions in this section have been alphabetized 
pursuant to RCW 1.08.015(2)(k). 
Findings—Construction—1994 c 256: See RCW 43.320.007. 


Additional notes found at www.leg.wa.gov 


FRAUDULENT AND OTHER PROHIBITED PRACTICES 


21.20.010 Unlawful offers, sales, purchases. It is 
unlawful for any person, in connection with the offer, sale or 
purchase of any security, directly or indirectly: 

(1) To employ any device, scheme, or artifice to defraud; 

(2) To make any untrue statement of a material fact or to 
omit to state a material fact necessary in order to make the 
statements made, in the light of the circumstances under 
which they are made, not misleading; or 

(3) To engage in any act, practice, or course of business 
which operates or would operate as a fraud or deceit upon any 
person. [1959 c 282 § 1.] 


21.20.020 Unlawful acts of person advising another. 
(1) It is unlawful for any person who receives any consider- 
ation from another party primarily for advising the other per- 
son as to the value of securities or their purchase or sale, 
whether through the issuance of analyses or reports or other- 
wise: 

(a) To employ any device, scheme, or artifice to defraud 
the other person; 

(b) To engage in any act, practice, or course of business 
which operates or would operate as a fraud or deceit upon the 
other person; or 

(c) To engage in any dishonest or unethical practice as 
the director may define by rule. 

This subsection (1) applies whether or not the person is 
an investment adviser, federal covered adviser, or investment 
adviser under this chapter or the Investment Advisers Act of 
1940. 

(2) It is unlawful for an investment adviser, acting as 
principal for his or her own account, knowingly to sell any 
security to or purchase any security from a client, or act as a 
broker for a person other than such client, knowingly to effect 
any sale or purchase of any security for the account of such 
client, without disclosing to such client in writing before the 
execution of such transaction the capacity in which he or she 
is acting and obtaining the consent of the client to such trans- 
action. 

This subsection (2) does not apply to a transaction with a 
customer of a broker-dealer if the broker-dealer is not acting 
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as an investment adviser in relation to the transaction. [2002 
c 65 § 2; 1998 c 15 § 2; 1959 c 282 § 2.] 


21.20.030 Unlawful acts of investment adviser. It is 
unlawful for any investment adviser to enter into, extend, or 
renew any investment advisory contract unless it provides in 
writing: 

(1) That the investment adviser shall not be compensated 
on the basis of a share of capital gains upon or capital appre- 
ciation of the funds or any portion of the funds of the client; 
however, this subsection does not prohibit: (a) An investment 
advisory contract which provides for compensation based 
upon the total of a fund averaged over a definite period, or as 
of definite dates or taken as of a definite date; or (b) perfor- 
mance compensation arrangements permitted under any rule 
the director may adopt in order to allow performance com- 
pensation arrangements permitted under the Investment 
Advisers Act of 1940 and regulations promulgated by the 
securities and exchange commission thereunder; 

(2) That no assignment of the contract may be made by 
the investment adviser without the consent of the other party 
to the contract; and 

(3) That the investment adviser, if a partnership, shall 
notify the other party to the contract of any change in the 
membership of the partnership within a reasonable time after 
the change. 

"Assignment", as used in subsection (2) of this section, 
includes any direct or indirect transfer or hypothecation of an 
investment advisory contract by the assignor or of a con- 
trolling block of the assignor's outstanding voting securities 
by a security holder of the assignor; but, if the investment 
adviser is a partnership, no assignment of an investment advi- 
sory contract is considered to result from the death or with- 
drawal of a minority of the members of the investment 
adviser having only a minority interest in the business of the 
investment adviser, or from the admission to the investment 
adviser of one or more members who, after admission, will be 
only a minority of the members and will have only a minority 
interest in the business. [1993 c 114 § 1; 1959 c 282 § 3.] 


21.20.035 Unlawful purchases or sales for customer's 
account. It is unlawful for a broker-dealer, salesperson, 
investment adviser, or investment adviser representative 
knowingly to effect or cause to be effected, with or for a cus- 
tomer's account, transactions of purchase or sale (1) that are 
excessive in size or frequency in view of the financial 
resources and character of the account and (2) that are 
effected because the broker-dealer, salesperson, investment 
adviser, or investment adviser representative is vested with 
discretionary power or is able by reason of the customer's 
trust and confidence to influence the volume and frequency 
of the trades. [1994 c 256 § 4; 1993 c 470 § 1.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 
VARIABLE CONTRACTS 


21.20.037 Variable contracts—Registration 
required—Rules. As required by chapter 48.18A RCW, a 
person selling variable contracts shall be registered as a bro- 
ker-dealer or securities salesperson as required by this chap- 
ter. This chapter, and any rules or orders adopted under this 
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chapter, applies to any person engaged in the offer, sale, or 
purchase of a variable contract. "Variable contract" means 
the same as set forth under chapter 48.18A RCW. [2002 c 65 


§ 8.] 


REGISTRATION AND NOTICE FOR 
BROKER-DEALERS, SALESPERSONS, 
INVESTMENT ADVISERS, AND INVESTMENT 
ADVISER SALESPERSONS 


21.20.040 Registration and notification required— 
Exemptions. (1) It is unlawful for any person to transact 
business in this state as a broker-dealer or salesperson, 
unless: (a) The person is registered under this chapter; (b) the 
person is exempted from registration as a broker-dealer or 
salesperson to sell or resell condominium units sold in con- 
junction with an investment contract as may be provided by 
rule or order of the director as to persons who are licensed 
pursuant to the provisions of chapter 18.85 RCW; (c) the per- 
son is a salesperson who satisfies the requirements of section 
15(4)(3) of the Securities Exchange Act of 1934 and effects in 
this state no transactions other than those described by sec- 
tion 15(i)(4) of the Securities Exchange Act of 1934; (d) the 
person is a salesperson effecting transactions in open-end 
investment company securities sold at net asset value without 
any sales charges; or (e) the person participates only in the 
sale or offering for sale of variable contracts which fund cor- 
porate plans meeting the requirements for qualification under 
section 401 or 403 of the United States Internal Revenue 
Code as set forth in RCW 48.18A.060. 

(2) It is unlawful for any broker-dealer or issuer to 
employ a salesperson unless the salesperson is registered or 
exempted from registration. 

(3) It is unlawful for any person to transact business in 
this state as an investment adviser or investment adviser rep- 
resentative unless: (a) The person is so registered or exempt 
from registration under this chapter; (b) the person has no 
place of business in this state and (i) the person's only clients 
in this state are investment advisers registered under this 
chapter, federal covered advisers, broker-dealers, banks, sav- 
ings institutions, trust companies, insurance companies, 
investment companies as defined in the Investment Company 
Act of 1940, employee benefit plans with assets of not less 
than one million dollars, or governmental agencies or instru- 
mentalities, whether acting for themselves or as trustees with 
investment control, or (ii) during the preceding twelve-month 
period the person has had fewer than six clients who are resi- 
dents of this state other than those specified in (b)(i) of this 
subsection; (c) the person is an investment adviser to an 
investment company registered under the Investment Com- 
pany Act of 1940; (d) the person is a federal covered adviser 
and the person has complied with requirements of RCW 
21.20.050; or (e) the person is excepted from the definition of 
investment adviser under section 202(a)(11) of the Invest- 
ment Advisers Act of 1940. 

(4) It is unlawful for any person, other than a federal cov- 
ered adviser, to hold himself or herself out as, or otherwise 
represent that he or she is a "financial planner," "investment 
counselor," or other similar term, as may be specified in rules 
adopted by the director, unless the person is registered as an 
investment adviser or investment adviser representative, is 
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exempt from registration as an investment adviser or invest- 
ment adviser representative under RCW 21.20.040, or is 
excluded from the definition of investment adviser under 
RCW 21.20.005. 

(5)(a) It is unlawful for any person registered or required 
to be registered as an investment adviser under this chapter to 
employ, supervise, or associate with an investment adviser 
representative unless such investment adviser representative 
is registered as an investment adviser representative under 
this chapter. 

(b) It is unlawful for any federal covered adviser or any 
person required to be registered as an investment adviser 
under section 203 of the Investment Advisers Act of 1940 to 
employ, supervise, or associate with an investment adviser 
representative having a place of business located in this state, 
unless such investment adviser representative is registered or 
is exempted from registration under this chapter. [2016 c 61 
§ 1; 2002 c 65 § 3; 1998 c 15 § 3; 1994 c 256 § 5; 1989 c 391 
§ 2; 1979 ex.s. c 68 § 2; 1975 Ist ex.s. c 84 § 2; 1974 ex.s. c 
77 § 1; 1959 c 282 § 4.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 
Insurance, solicitation permits for sale of securities: RCW 48.06.090. 


Additional notes found at www.leg.wa.gov 


21.20.050 Application for registration—Filing of 
documents—Consent to service of process—Fee. (1) A 
broker-dealer, salesperson, investment adviser, or investment 
adviser representative may apply for registration by filing 
with the director or his or her authorized agent an application 
together with a consent to service of process in such form as 
the director shall prescribe and payment of the fee prescribed 
in RCW 21.20.340. 

(2) A federal covered adviser shall file such documents 
as the director may, by rule or otherwise, require together 
with a consent to service of process and the payment of the 
fee prescribed in RCW 21.20.340. [2011 c 336 § 595; 1998 c 
15 § 4; 1994 c 256 § 6; 1981 c 272 § 1; 1979 ex.s. c 68 § 3; 
1975 Ist ex.s. c 84 § 3; 1961 c 37 § 2; 1959 c 282 § 5.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 


21.20.060 Contents of application for registration— 
Capital requirements. The application shall contain what- 
ever information the director requires concerning such mat- 
ters as: 

(1) The applicant's form and place of organization; 

(2) The applicant's proposed method of doing business; 

(3) The qualifications and business history of the appli- 
cant and in the case of a broker-dealer or investment adviser; 
any partner, officer, or director, or any person occupying a 
similar status or performing similar functions; or any person 
directly or indirectly controlling the broker-dealer or invest- 
ment adviser; 

(4) Any injunction or administrative order or conviction 
of a misdemeanor involving a security or any aspect of the 
securities business and any conviction of a felony; 

(5) The applicant's financial condition and history; 

(6) The address of the principal place of business of the 
applicant and the addresses of all branch offices of the appli- 
cant in this state; and 
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(7) Any information to be furnished or disseminated to 
any client or prospective client, if the applicant is an invest- 
ment adviser. 

The director may by rule or otherwise require a mini- 
mum capital for registered broker-dealers, not to exceed the 
limitations provided in section 15 of the Securities Exchange 
Act of 1934, and establish minimum financial requirements 
for investment advisers, not to exceed the limitations pro- 
vided in section 222 of the Investment Advisers Act of 1940, 
which may include different requirements for investment 
advisers who maintain custody of clients’ funds or securities 
or who have discretionary authority over those funds or secu- 
rities, and may allow registrants to maintain a surety bond of 
appropriate amount as an alternative method of compliance 
with minimum capital or financial requirements. [1998 c 15 
§ 5; 1995 c 46 § 1; 1994 c 256 § 7; 1965 c 17 § 1; 1959 c 282 
§ 6.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 


21.20.070 When registration effective—Require- 
ments determined by rule. If the application meets the 
requirements for registration, as the director may by rule or 
otherwise determine, and no denial order is in effect and no 
proceeding is pending under RCW 21.20.110, the director 
shall make the registration effective. [1998 c 15 § 6; 1981 c 
272 § 2; 1979 ex.s. c 68 § 4; 1975 Ist ex.s. c 84 § 4; 1974 ex.s. 
c 77 § 2; 1959 c 282 § 7.] 


Additional notes found at www.leg.wa.gov 


21.20.080 Duration of registration—Association with 
issuer, broker-dealer, federal covered adviser, or invest- 
ment adviser—Notice to director—Extension of licensing 
period. Registration of a broker-dealer, salesperson, invest- 
ment adviser representative, or investment adviser shall be 
effective for a one-year period unless the director by rule or 
order provides otherwise. The director by rule or order may 
schedule registration or renewal so that all registrations and 
renewals expire December 31st. The director may adjust the 
fee for registration or renewal proportionately. The registra- 
tion of a salesperson or investment adviser representative is 
not effective during any period when the salesperson is not 
employed by or associated with an issuer or a registered bro- 
ker-dealer or when the investment adviser representative is 
not employed by or associated with an investment adviser 
registered under this chapter or a federal covered adviser who 
has made a notice filing pursuant to RCW 21.20.050. To be 
employed by or associated with an issuer, broker-dealer, fed- 
eral covered adviser, or investment adviser within the mean- 
ing of this section notice, either in writing or in some other 
format as the director may by rule or otherwise specify, must 
be given to the director. When a salesperson begins or termi- 
nates employment or association with an issuer or registered 
broker-dealer, the salesperson and the issuer or broker-dealer 
shall promptly notify the director. When an investment 
adviser representative registered under this chapter begins or 
terminates employment or association with an investment 
adviser registered under this chapter or a federal covered 
adviser required to make a notice filing pursuant to RCW 
21.20.050, the investment adviser representative and invest- 
ment adviser or federal covered adviser shall promptly notify 
the director. 
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Notwithstanding any provision of law to the contrary, 
the director may, from time to time, extend the duration of a 
licensing period for the purpose of staggering renewal peri- 
ods. Such extension of a licensing period shall be by rule 
adopted in accordance with the provisions of chapter 34.05 
RCW. Such rules may provide a method for imposing and 
collecting such additional proportional fee as may be 
required for the extended period. [1998 c 15 § 7; 1994 c 256 
§ 8; 1981 c 272 § 3; 1979 ex.s. c 68 § 5; 1975 Ist ex.s. c 84 § 
5; 1959 c 282 § 8.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


21.20.090 Renewal of registration—Financial 
reports—Application for a successor. Registration of a 
broker-dealer, salesperson, investment adviser representa- 
tive, or investment adviser may be renewed by filing with the 
director or his or her authorized agent prior to the expiration 
thereof an application containing such information as the 
director may require to indicate any material change in the 
information contained in the original application or any 
renewal application for registration as a broker-dealer, sales- 
person, investment adviser representative, or investment 
adviser filed with the director or his or her authorized agent 
by the applicant, payment of the prescribed fee, and, in the 
case of a broker-dealer or investment adviser such financial 
reports as the director may prescribe by rule or otherwise. 
The reporting requirements so prescribed for a broker-dealer 
may not exceed the limitations provided in section 15 of the 
Securities Exchange Act of 1934. A registered broker-dealer 
or investment adviser may file an application for registration 
of a successor, and the director may at his or her discretion 
grant or deny the application. [1998 c 15 § 8; 1995 c 46 § 2; 
1994 c 256 § 9; 1981 c 272 § 4; 1979 ex.s. c 68 § 6; 1975 Ist 
ex.s. c 84 § 6; 1961 c 37 § 3; 1959 c 282 § 9.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


21.20.100 Accounts, correspondence, memoranda, 
papers, books, and other records—Release of informa- 
tion—Correction of filed document—Examination. (1) 
Every registered broker-dealer and investment adviser shall 
make and keep such accounts, correspondence, memoranda, 
papers, books, and other records, except with respect to secu- 
rities exempt under RCW 21.20.310(1), which books and 
other records shall be prescribed by the director by rule or 
otherwise. The recordmaking and recordkeeping require- 
ments prescribed for a broker-dealer shall not exceed the lim- 
itations provided in section 15 of the Securities Exchange Act 
of 1934. The recordmaking and recordkeeping requirements 
prescribed for a registered investment adviser shall not 
exceed the limitations provided in section 222 of the Invest- 
ment Advisers Act of 1940. All records required to be made 
and kept by a registered investment adviser shall be pre- 
served for such a period as the director prescribes by rule or 
otherwise. 

(2) With respect to investment advisers, the director may 
require that certain information be furnished or disseminated 
as necessary or appropriate in the public interest or for the 
protection of investors and advisory clients. 

(3) If the information contained in any document filed 
with the director is or becomes inaccurate or incomplete in 
any material respect, the registrant shall promptly file a cor- 
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recting amendment unless notification of the correction has 
been given under RCW 21.20.090. 


(4) All the records of a registered broker-dealer or 
investment adviser are subject at any time or from time to 
time to such reasonable periodic, special or other examina- 
tions by representatives of the director, within or without this 
state, as the director deems necessary or appropriate in the 
public interest or for the protection of investors. [1998 c 15 § 
9; 1959 c 282 § 10.] 


21.20.110 Director may deny, suspend, revoke, 
restrict, condition, or limit any application or registration 
—Director may censure or fine registrant—Grounds— 
Procedures—Costs—Accounting. (1) The director may by 
order deny, suspend, revoke, restrict, condition, or limit any 
application or registration of any broker-dealer, salesperson, 
investment adviser representative, or investment adviser; or 
censure or fine the registrant or an officer, director, partner, 
or person performing similar functions for a registrant; if the 
director finds that the order is in the public interest and that 
the applicant or registrant or, in the case of a broker-dealer or 
investment adviser, any partner, officer, director, or person 
performing similar functions: 


(a) Has filed an application for registration under this 
section which, as of its effective date, or as of any date after 
filing in the case of an order denying effectiveness, was 
incomplete in any material respect or contained any state- 
ment which was, in the light of the circumstances under 
which it was made, false, or misleading with respect to any 
material fact; 


(b) Has willfully violated or willfully failed to comply 
with any provision of this chapter or a predecessor act or any 
tule or order under this chapter or a predecessor act, or any 
provision of chapter 21.30 RCW or any rule or order thereun- 
der; 

(c) Has been convicted, within the past ten years, of any 
misdemeanor involving a security, or a commodity contract 
or commodity option as defined in RCW 21.30.010, or any 
aspect of the securities, commodities, business investments, 
franchises, business opportunities, insurance, banking, or 
finance business, or any felony involving moral turpitude; 


(d) Is permanently or temporarily enjoined or restrained 
by any court of competent jurisdiction in an action brought by 
the director, a state, or a federal government agency from 
engaging in or continuing any conduct or practice involving 
any aspect of the securities, commodities, business invest- 
ments, franchises, business opportunities, insurance, bank- 
ing, or finance business; 


(e) Is the subject of an order entered after notice and 
opportunity for hearing: 

(i) By the securities administrator of a state or by the 
Securities and Exchange Commission denying, revoking, 
barring, or suspending registration as a broker-dealer, sales- 
person, investment adviser, or investment adviser representa- 
tive; 

(ii) By the securities administrator of a state or by the 
Securities and Exchange Commission against a broker- 
dealer, salesperson, investment adviser, or an investment 
adviser representative; 
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(iii) By the Securities and Exchange Commission or self- 
regulatory organization suspending or expelling the regis- 
trant from membership in a self-regulatory organization; or 


(iv) By a court adjudicating a United States Postal Ser- 
vice fraud; 


The director may not commence a revocation or suspen- 
sion proceeding more than one year after the date of the order 
relied on. The director may not enter an order on the basis of 
an order under another state securities act unless that order 
was based on facts that would constitute a ground for an order 
under this section; 


(f) Is the subject of an order, adjudication, or determina- 
tion, after notice and opportunity for hearing, by the Securi- 
ties and Exchange Commission, the Commodities Futures 
Trading Commission, the Federal Trade Commission, or a 
securities or insurance regulator of any state that the person 
has violated the Securities Act of 1933, the Securities 
Exchange Act of 1934, the Investment Advisers Act of 1940, 
the Investment Company Act of 1940, the Commodities 
Exchange Act, the securities, insurance, or commodities law 
of any state, or a federal or state law under which a business 
involving investments, franchises, business opportunities, 
insurance, banking, or finance is regulated; 


(g) Has engaged in dishonest or unethical practices in the 
securities or commodities business; 


(h) Is insolvent, either in the sense that his or her liabili- 
ties exceed his or her assets or in the sense that he or she can- 
not meet his or her obligations as they mature; but the direc- 
tor may not enter an order against an applicant or registrant 
under this subsection (1)(h) without a finding of insolvency 
as to the applicant or registrant; 


(i) Has not complied with a condition imposed by the 
director under RCW 21.20.100, or is not qualified on the 
basis of such factors as training, experience, or knowledge of 
the securities business, except as otherwise provided in sub- 
section (2) of this section; 


(j) Has failed to supervise reasonably a salesperson or an 
investment adviser representative, or employee, if the sales- 
person, investment adviser representative, or employee was 
subject to the person's supervision and committed a violation 
of this chapter or a rule adopted or order issued under this 
chapter. For the purposes of this subsection, no person fails to 
supervise reasonably another person, if: 


(i) There are established procedures, and a system for 
applying those procedures, that would reasonably be 
expected to prevent and detect, insofar as practicable, any 
violation by another person of this chapter, or a rule or order 
under this chapter; and 


(ii) The supervising person has reasonably discharged 
the duties and obligations required by these procedures and 
system without reasonable cause to believe that another per- 
son was violating this chapter or rules or orders under this 
chapter; 

(k) Has failed to pay the proper filing fee within thirty 
days after being notified by the director of a deficiency, but 
the director shall vacate an order under this subsection (1)(k) 
when the deficiency is corrected; 


(1) Within the past ten years has been found, after notice 
and opportunity for a hearing to have: 
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(i) Violated the law of a foreign jurisdiction governing or 
regulating the business of securities, commodities, insurance, 
or banking; 

(ii) Been the subject of an order of a securities regulator 
of a foreign jurisdiction denying, revoking, or suspending the 
right to engage in the business of securities as a broker- 
dealer, agent, investment adviser, or investment adviser rep- 
resentative; or 

(iii) Been suspended or expelled from membership by a 
securities exchange or securities association operating under 
the authority of the securities regulator of a foreign jurisdic- 
tion; 

(m) Is the subject of a cease and desist order issued by 
the Securities and Exchange Commission or issued under the 
securities or commodities laws of a state; or 

(n) Refuses to allow or otherwise impedes the director 
from conducting an audit, examination, or inspection, or 
refuses access to any branch office or business location to 
conduct an audit, examination, or inspection. 

(2) The director, by rule or order, may require that an 
examination, including an examination developed or 
approved by an organization of securities administrators, be 
taken by any class of or all applicants. The director, by rule or 
order, may waive the examination as to a person or class of 
persons if the administrator determines that the examination 
is not necessary or appropriate in the public interest or for the 
protection of investors. 

(3) The director may issue a summary order pending 
final determination of a proceeding under this section upon a 
finding that it is in the public interest and necessary or appro- 
priate for the protection of investors. 

(4) The director may not impose a fine under this section 
except after notice and opportunity for hearing. The fine 
imposed under this section may not exceed ten thousand dol- 
lars for each act or omission that constitutes the basis for issu- 
ing the order. If a petition for judicial review has not been 
timely filed under RCW 34.05.542(2), a certified copy of the 
director's order requiring payment of the fine may be filed in 
the office of the clerk of the superior court in any county of 
this state. The clerk shall treat the order of the director in the 
same manner as a judgment of the superior court. The direc- 
tor's order so filed has the same effect as a judgment of the 
superior court and may be recorded, enforced, or satisfied in 
like manner. 

(5) Withdrawal from registration as a broker-dealer, 
salesperson, investment adviser, or investment adviser repre- 
sentative becomes effective thirty days after receipt of an 
application to withdraw or within such shorter period as the 
administrator determines, unless a revocation or suspension 
proceeding is pending when the application is filed. If a pro- 
ceeding is pending, withdrawal becomes effective upon such 
conditions as the director, by order, determines. If no pro- 
ceeding is pending or commenced and withdrawal automati- 
cally becomes effective, the administrator may nevertheless 
commence a revocation or suspension proceeding under sub- 
section (1)(b) of this section within one year after withdrawal 
became effective and enter a revocation or suspension order 
as of the last date on which registration was effective. 

(6) A person who, directly or indirectly, controls a per- 
son not in compliance with any part of this section may also 
be sanctioned to the same extent as the noncomplying person, 
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unless the controlling person acted in good faith and did not 
directly or indirectly induce the conduct constituting the vio- 
lation or cause of action. 


(7) In any action under subsection (1) of this section, the 
director may charge the costs, fees, and other expenses 
incurred by the director in the conduct of any administrative 
investigation, hearing, or court proceeding against any person 
found to be in violation of any provision of this section or any 
rule or order adopted under this section. 


(8) In any action under subsection (1) of this section, the 
director may enter an order requiring an accounting, restitu- 
tion, and disgorgement, including interest at the legal rate 
under RCW 4.56.110. The director may by rule or order pro- 
vide for payments to investors, rates of interest, periods of 
accrual, and other matters the director deems appropriate to 
implement this subsection. 


(9) The director shall immediately suspend the license or 
certificate of a person who has been certified pursuant to 
RCW 74.20A.320 by the department of social and health ser- 
vices as a person who is not in compliance with a support 
order. If the person has continued to meet all other require- 
ments for reinstatement during the suspension, reissuance of 
the license or certificate shall be automatic upon the director's 
receipt of a release issued by the department of social and 
health services stating that the licensee is in compliance with 
the order. [2016 61 § 2; 2003 c 288 § 4; 2002 c 65 § 4; 1998 
c 15 § 10; 1997 c 58 § 856; 1994 c 256 § 10; 1993 c 470 § 3; 
1986 c 14 § 45; 1979 ex.s. c 68 § 7; 1975 Ist ex.s. c 84 § 7; 
1965 c 17 § 2; 1959 c 282 § 11.] 


Effective dates—Intent—1997 c 58: See notes following RCW 
74.20A.320. 


Findings—Construction—1994 c 256: See RCW 43.320.007. 


Additional notes found at www.leg.wa.gov 


21.20.120 Denial, suspension, revocation of registra- 
tion—Order—Request for, notice of hearing—Findings 
and conclusions. Upon the entry of an order under RCW 
21.20.110, the director shall promptly notify the applicant or 
registrant, as well as the employer or prospective employer if 
the applicant or registrant is a salesperson or investment 
adviser representative, that it has been entered and of the rea- 
sons therefor and that if requested by the applicant or regis- 
trant within twenty days after the receipt of the director's noti- 
fication the matter will be promptly set down for hearing. If 
no hearing is requested and none is ordered by the director, 
the order will remain in effect until it is modified or vacated 
by the director. If a hearing is requested or ordered, the direc- 
tor, after notice of and opportunity for hearing, may modify 
or vacate the order or extend it until final determination. No 
order may be entered under RCW 21.20.110 denying or 
revoking registration without appropriate prior notice to the 
applicant or registrant (as well as the employer or prospective 
employer if the applicant or registrant is a salesperson or an 
investment adviser representative), opportunity for hearing, 
and written findings of fact and conclusions of law. [2016 c 
61 § 3; 1994 c 256 § 11; 1979 ex.s. c 68 § 8; 1975 Ist ex.s. c 
84 § 8; 1959 c 282 § 12.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 
(2020 Ed.) 
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21.20.130 Cancellation of registration or applica- 
tion—Grounds. If the director finds that any registrant or 
applicant for registration is no longer in existence or has 
ceased to do business as a broker-dealer, investment adviser, 
investment adviser representative, or salesperson, or is sub- 
ject to an adjudication of mental incompetence or to the con- 
trol of a committee, conservator, or guardian, or cannot be 
located after reasonable search, the director may by order 
cancel the registration or application. [1994 c 256 § 12; 1979 
ex.s. c 68 § 9; 1975 Ist ex.s. c 84 § 9; 1959 c 282 § 13.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 


21.20.135 License as salesperson or broker-dealer 
prerequisite to suit for commission. No suit or action shall 
be brought for the collection of a commission for the sale of 
a security, as defined within this chapter without alleging and 
proving that the plaintiff was a duly licensed salesperson for 
an issuer or a broker-dealer, or exempt under the provisions 
of RCW 21.20.040, or a duly licensed broker-dealer in this 
state or another state at the time the alleged cause of action 
arose. [1979 ex.s. c 68 § 10; 1974 ex.s. c 77 § 3; 1961 c 37 § 
10.] 


Additional notes found at www.leg.wa.gov 


REGISTRATION OF SECURITIES 


21.20.140 Unlawful to offer or sell unregistered secu- 
rities—Exceptions. It is unlawful for any person to offer or 
sell any security in this state unless: (1) The security is regis- 
tered by coordination or qualification under this chapter; (2) 
the security or transaction is exempted under RCW 
21.20.310, 21.20.320, or 21.20.880; or (3) the security is a 
federal covered security, and, if required, the filing is made 
and a fee is paid in accordance with RCW 21.20.327. [2016 
c 61 § 4; 1998 c 15 § 11; 1975 1st ex.s. c 84 § 10; 1959 c 282 
§ 14] 


REGISTRATION BY COORDINATION 


21.20.180 Registration by coordination—Require- 
ments—Statement, contents. Any security for which a reg- 
istration statement has been filed under the securities act of 
1933 or any securities for which filings have been made pur- 
suant to regulation A pursuant to subsection (b) of Sec. 3 of 
the securities act in connection with the same offering may be 
registered by coordination. A registration statement under 
this section shall contain the following information and be 
accompanied by the following documents, in addition to pay- 
ment of the registration fee prescribed in RCW 21.20.340 
and, if required under RCW 21.20.330, a consent to service 
of process meeting the requirements of that section: 

(1) One copy of the prospectus, offering circular and/or 
letters of notification, filed under the securities act of 1933 
together with all amendments thereto; 

(2) The amount of securities to be offered in this state; 

(3) The states in which a registration statement or similar 
document in connection with the offering has been or is 
expected to be filed; 

(4) Any adverse order, judgment or decree previously 
entered in connection with the offering by any court or the 
securities and exchange commission; 
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(5) If the director, by rule or otherwise, requires a copy 
of the articles of incorporation and bylaws (or their substan- 
tial equivalents) currently in effect, a copy of any agreements 
with or among underwriters, a copy of any indenture or other 
instrument governing the issuance of the security to be regis- 
tered, and a specimen or copy of the security; 

(6) If the director requests, any other information, or 
copies of any other documents, filed under the securities act 
of 1933; 

(7) An undertaking to forward promptly all amendments 
to the federal registration statement, offering circular and/or 
letters of notification, other than an amendment which merely 
delays the effective date; and 

(8) If the aggregate sales price of the offering exceeds 
one million dollars, audited financial statements and other 
financial information prepared as to form and content under 
rules adopted by the director. [1994 c 256 § 13; 1979 ex.s. c 
68 § 11; 1961 c 37 § 4; 1959 c 282 § 18.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


21.20.190 Time of taking effect of registration state- 
ment by coordination—Conditions—" Price amend- 
ment", notification. A registration statement by coordina- 
tion under RCW 21.20.180 automatically becomes effective 
at the moment the federal registration statement or other fil- 
ing becomes effective if all the following conditions are sat- 
isfied: 

(1) No stop order is in effect and no proceeding is pend- 
ing under RCW 21.20.280 and 21.20.300; 

(2) The registration statement has been on file with the 
director for at least ten full business days; and 

(3) A statement of the maximum and minimum proposed 
offering prices and the maximum underwriting discounts and 
commissions has been on file for two full business days or 
such shorter period as the director permits by rule or other- 
wise and the offering is made within those limitations. The 
registrant shall promptly notify the director or such person as 
the director may by rule or order designate by facsimile, elec- 
tronic transmission, or telegram of the date and time when the 
federal registration statement or other filing became effective 
and the content of the price amendment, if any, and shall 
promptly file a post-effective amendment containing the 
information and documents in the price amendment. "Price 
amendment" means the final federal amendment which 
includes a statement of the offering price, underwriting and 
selling discounts or commissions, amount of proceeds, con- 
version rates, call prices, and other matters dependent upon 
the offering price. [1994 c 256 § 14; 1961 c 37 § 5; 1959 c 
282 § 19.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


21.20.200 Failure to notify of price amendment, 
proof of compliance—Stop order—Waiver of certain 
conditions. Upon failure to receive the required notification 
and post-effective amendment with respect to the price 
amendment referred to in RCW 21.20.190, the director may 
enter a stop order, without notice of hearing, retroactively 
denying effectiveness to the registration statement or sus- 
pending its effectiveness until compliance with RCW 
21.20.190, if the director promptly notified the registrant by 
telephone, facsimile, or electronic transmission (and 
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promptly confirms by letter or facsimile when the director 
notifies by telephone) of the issuance of the order. If the reg- 
istrant proves compliance with the requirements as to notice 
and post-effective amendment, the stop order is void as of the 
time of its entry. The director may by rule or otherwise waive 
either or both of the conditions specified in RCW 21.20.190 
(2) and (3). If the federal registration statement or other filing 
becomes effective before all these conditions are satisfied 
and they are not waived, the registration statement automati- 
cally becomes effective as soon as all the conditions are sat- 
isfied. If the registrant advises the director of the date when 
the federal registration statement or other filing is expected to 
become effective the director shall promptly advise the regis- 
trant by telephone, electronic transmission, or facsimile, at 
the registrant's expense, whether all the conditions are satis- 
fied and whether the director then contemplates the institu- 
tion of a proceeding under RCW 21.20.280 and 21.20.300; 
but this advice by the director does not preclude the institu- 
tion of such a proceeding at any time. [1994 c 256 § 15; 1979 
ex.s. c 68 § 12; 1959 c 282 § 20.] 
Findings—Construction—1994 c 256: See RCW 43.320.007. 


REGISTRATION BY QUALIFICATION 


21.20.210 Registration by qualification—State- 
ments—Requirements—Audits. Any security may be reg- 
istered by qualification. A registration statement under this 
section shall contain the following information and be 
accompanied by the following documents, in addition to pay- 
ment of the registration fee prescribed in RCW 21.20.340, 
and, if required under RCW 21.20.330, a consent to service 
of process meeting the requirements of that section: 

(1) With respect to the issuer and any significant subsid- 
iary: Its name, address, and form of organization; the state or 
foreign jurisdiction and date of its organization; the general 
character and location of its business; and a description of its 
physical properties and equipment. 

(2) With respect to every director and officer of the 
issuer, or person occupying a similar status or performing 
similar functions: His or her name, address, and principal 
occupation for the past five years; the amount of securities of 
the issuer held by him or her as of a specified date within 
ninety days of the filing of the registration statement; the 
remuneration paid to all such persons in the aggregate during 
the past twelve months, and estimated to be paid during the 
next twelve months, directly or indirectly, by the issuer 
(together with all predecessors, parents and subsidiaries). 

(3) With respect to any person not named in RCW 
21.20.210(2), owning of record, or beneficially if known, ten 
percent or more of the outstanding shares of any class of 
equity security of the issuer: The information specified in 
RCW 21.20.210(2) other than his or her occupation. 

(4) With respect to every promoter, not named in RCW 
21.20.210(2), if the issuer was organized within the past three 
years: The information specified in RCW 21.20.210(2), any 
amount paid to that person by the issuer within that period or 
intended to be paid to that person, and the consideration for 
any such payment. 

(5) The capitalization and long-term debt (on both a cur- 
rent and a pro forma basis) of the issuer and any significant 
subsidiary, including a description of each security outstand- 
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ing or being registered or otherwise offered, and a statement 
of the amount and kind of consideration (whether in the form 
of cash, physical assets, services, patents, goodwill, or any- 
thing else) for which the issuer or any subsidiary has issued 
any of its securities within the past two years or is obligated 
to issue any of its securities. 

(6) The kind and amount of securities to be offered; the 
amount to be offered in this state; the proposed offering price 
and any variation therefrom at which any portion of the offer- 
ing is to be made to any persons except as underwriting and 
selling discounts and commissions; the estimated aggregate 
underwriting and selling discounts or commissions and find- 
ers' fees (including separately cash, securities, or anything 
else of value to accrue to the underwriters in connection with 
the offering); the estimated amounts of other selling 
expenses, and legal, engineering, and accounting expenses to 
be incurred by the issuer in connection with the offering; the 
name and address of every underwriter and every recipient of 
a finders' fee; a copy of any underwriting or selling group 
agreement pursuant to which the distribution is to be made, or 
the proposed form of any such agreement whose terms have 
not yet been determined; and a description of the plan of dis- 
tribution of any securities which are to be offered otherwise 
than through an underwriter. 

(7) The estimated cash proceeds to be received by the 
issuer from the offering; the purposes for which the proceeds 
are to be used by the issuer; the amount to be used for each 
purpose; the order or priority in which the proceeds will be 
used for the purposes stated; the amounts of any funds to be 
raised from other sources to achieve the purposes stated, and 
the sources of any such funds; and, if any part of the proceeds 
is to be used to acquire any property (including goodwill) 
otherwise than in the ordinary course of business, the names 
and addresses of the vendors and the purchase price. 

(8) A description of any stock options or other security 
options outstanding, or to be created in connection with the 
offering, together with the amount of any such options held 
or to be held by every person required to be named in RCW 
21.20.210 (2), (3), (4), (5) or (7) and by any person who holds 
or will hold ten percent or more in the aggregate of any such 
options. 

(9) The states in which a registration statement or similar 
document in connection with the offering has been or is 
expected to be filed. 

(10) Any adverse order, judgment, or decree previously 
entered in connection with the offering by any court or the 
securities and exchange commission; a description of any 
pending litigation or proceeding to which the issuer is a party 
and which materially affects its business or assets (including 
any such litigation or proceeding known to be contemplated 
by governmental authorities). 

(11) A copy of any prospectus or circular intended as of 
the effective date to be used in connection with the offering. 

(12) A specimen or copy of the security being registered; 
a copy of the issuer's articles of incorporation and bylaws, as 
currently in effect; and a copy of any indenture or other 
instrument covering the security to be registered. 

(13) A signed or conformed copy of an opinion of coun- 
sel, if available, as to the legality of the security being regis- 
tered. 

(14)(a) The following financial statements: 
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(i)(A) Balance sheets as of the end of each of the three 
most recent fiscal years; and, if the date of the most recent fis- 
cal year end is more than four months prior to the date of fil- 
ing, (B) a balance sheet of the issuer as of a date within four 
months prior to the filing of the registration statement. 

(ii)(A) Statements of income, shareholders' equity, and 
cash flows for each of the three fiscal years preceding the 
date of the latest balance sheet or for the period of the issuer's 
and any predecessor's existence if less than three years and 
(B) statements of income, shareholders' equity, and cash 
flows for any period between the close of the last fiscal year 
and the date of the latest balance sheet. 

(iii) If any part of the proceeds of the offering is to be 
applied to the purchase of any business whose annual sales or 
revenues are in excess of fifteen percent of the registrant's 
sales or revenues or involves acquisition of assets in excess of 
fifteen percent of the registrant's assets, except as specifically 
exempted by the director, financial statements shall be filed 
which would be required if that business were the registrant. 

(b)(i) If the estimated proceeds to be received from the 
offering, together with the proceeds from securities regis- 
tered under this section during the year preceding the date of 
the filing of this registration statement, exceed one million 
dollars, the balance sheet specified in (a)(i)(A) of this subsec- 
tion as of the end of the last fiscal year and the related finan- 
cial statements specified in (a)(ii)(A) of this subsection for 
the last fiscal year shall be audited. 

(ii) If such proceeds exceed one million dollars but are 
not more than five million dollars, the balance sheet specified 
in (a)(i)(A) of this subsection as of the end of the most recent 
fiscal year and the financial statements specified in (a)(ii)(A) 
of this subsection for the last fiscal year shall be audited. 

(iii) If such proceeds exceed five million dollars but are 
not more than twenty-five million dollars, the balance sheets 
specified in (a)(i)(A) of this subsection as of the end of the 
last two fiscal years and the related financial statements spec- 
ified in (a)(ii)(A) of this subsection for the last two fiscal 
years shall be audited. 

(iv) If such proceeds exceed twenty-five million dollars, 
the balance sheets specified in (a)(i)(A) of this subsection and 
the related financial statements specified in (a)(ii)(A) of this 
subsection for the last three fiscal years shall be audited. 

(c) The financial statements of this subsection and such 
other financial information as may be prescribed by the direc- 
tor shall be prepared as to form and content in accordance 
with generally accepted accounting principles and with the 
tules prescribed by the director, and when applicable, shall be 
audited by an independent certified public accountant who is 
registered and in good standing as a certified public accoun- 
tant under the laws of the place of his or her residence or prin- 
cipal office and who is not an employee, officer, or member 
of the board of directors of the issuer or a holder of the secu- 
rities of the issuer. An audit report of such independent certi- 
fied public accountant shall be based upon an audit made in 
accordance with generally accepted auditing standards. The 
audit report shall have no limitations on its scope unless 
expressly authorized in writing by the director. The director 
may also verify such statements by examining the issuer's 
books and records. 

(15) The written consent of any accountant, engineer, 
appraiser, attorney, or any person whose profession gives 
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authority to a statement made by him or her, who is named as 
having prepared or audited any part of the registration state- 
ment or is named as having prepared or audited a report or 
valuation for use in connection with the registration state- 
ment. [1994 c 256 § 16; 1979 ex.s. c 68 § 13; 1973 Ist ex.s. 
c 171 § 1; 1959 c 282 § 21.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 


21.20.220 Information not required when nonissuer 
distribution. In the case of a nonissuer distribution, infor- 
mation may not be required under RCW 21.20.210 unless it 
is known to the person filing the registration statement or to 
the persons on whose behalf the distribution is to be made, or 
can be furnished by them without unreasonable effort or 
expense. [1959 c 282 § 22.] 


21.20.230 Time of taking effect of registration state- 
ment by qualification—Conditions. A registration state- 
ment by qualification under RCW 21.20.210 becomes effec- 
tive if no stop order is in effect and no proceeding is pending 
under RCW 21.20.280 and 21.20.300, at three o'clock Pacific 
standard time in the afternoon of the fifteenth full business 
day after the filing of the registration statement or the last 
amendment, or at such earlier time as the director determines. 
The director may require as a condition of registration under 
this section that a prospectus containing any information nec- 
essary for complete disclosure of any material fact relating to 
the security offering be sent or given to each person to whom 
an offer is made before or concurrently with (1) the first writ- 
ten offer made to him or her (other than by means of a public 
advertisement) by or for the account of the issuer or any other 
person on whose behalf the offering is being made, or by any 
underwriter or broker-dealer who is offering part of an unsold 
allotment or subscription taken by him or her as a participant 
in the distribution, (2) the confirmation of any sale made by 
or for the account of any such person, (3) payment pursuant 
to any such sale, or (4) delivery of the security pursuant to 
any such sale, whichever first occurs; but the director may 
accept for use under any such requirement a current prospec- 
tus or offering circular regarding the same securities filed 
under the Securities Act of 1933 or regulations thereunder. 
[1979 ex.s. c 68 § 14; 1975 Ist ex.s. c 84 § 11; 1974 ex.s. c 77 
§ 4; 1961 c 37 § 6; 1959 c 282 § 23.] 


Additional notes found at www.leg.wa.gov 


GENERAL PROVISIONS REGARDING REGISTRATION 
OF SECURITIES 


21.20.240 Registration statements—Generally. A 
registration statement may be filed by the issuer, any other 
person on whose behalf the offering is to be made, or a regis- 
tered broker-dealer. The director may by rule or otherwise 
permit the omission of any item of information or document 
from any registration statement. [1975 Ist ex.s. c 84 § 12; 
1959 c 282 § 24.] 


21.20.250 Registration by qualification or coordina- 
tion—Escrow—Impounding proceeds. The director may 
by rule or order require as a condition of registration by qual- 
ification or coordination (1) that any security issued within 
the past three years or to be issued to a promoter for a consid- 
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eration substantially different from the public offering price, 
or to any person for a consideration other than cash, be depos- 
ited in escrow; and (2) that the proceeds from the sale of the 
registered security in this state be impounded until the issuer 
receives a specified amount from the sale of the security 
either in this state or elsewhere. The director may by rule or 
order determine the conditions of any escrow or impounding 
required hereunder but the director may not reject a deposi- 
tory solely because of location in another state. [1979 ex.s. c 
68 § 15; 1959 c 282 § 25.] 


21.20.260 Registration by coordination or qualifica- 
tion—Offer and sale—Duration of effectiveness. When 
securities are registered by coordination or qualification, they 
may be offered and sold by the issuer, any other person on 
whose behalf they are registered or by any registered broker- 
dealer or any person acting within the exemption provided in 
RCW 21.20.040. Every registration shall remain effective 
until its expiration date or until revoked by the director or 
until terminated upon request of the registrant with the con- 
sent of the director. All outstanding securities of the same 
class as a registered security are considered to be registered 
for the purpose of any nonissuer transaction. [1975 Ist ex.s. 
c 84 § 13; 1974 ex.s. c 77 § 5; 1959 c 282 § 26.] 


Additional notes found at www.leg.wa.gov 


21.20.270 Reports by filer of statement—Annual 
financial statements. (1) The director may require the per- 
son who filed the registration statement to file reports, not 
more often than quarterly to keep reasonably current the 
information contained in the registration statement and to dis- 
close the progress of the offering with respect to registered 
securities which (a) are issued by a face-amount certificate 
company or a redeemable security issued by an open-end 
management company or unit investment trust as those terms 
are defined in the investment company act of 1940, or (b) are 
being offered and sold directly by or for the account of the 
issuer. 

(2) During the period of public offering of securities reg- 
istered under the provisions of this chapter by qualification 
financial data or statements corresponding to those required 
under the provisions of RCW 21.20.210 and to the issuer's 
fiscal year shall be filed with the director annually, not more 
than one hundred twenty days after the end of each such year. 
Such statements at the discretion of the director or adminis- 
trator shall be audited by a certified public accountant who is 
not an employee of the issuer, and the director may verify 
them by examining the issuer's books and records. The report 
of such independent certified public accountant shall be 
based upon an audit of not less in scope or procedures fol- 
lowed than that which independent public accountants would 
ordinarily make for the purpose of presenting comprehensive 
and dependable financial statements, and shall contain such 
information as the director may prescribe, by rules in the pub- 
lic interest or for the protection of investors, as to the nature 
and scope of the audit and the findings and opinions of the 
accountants. Each such report shall state that such indepen- 
dent certified public accountant has verified securities 
owned, either by actual examination, or by receipt of a certif- 
icate from the custodian, as the director may prescribe by 
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rules. [2016 c 61 § 5; 1995 c 46 § 3; 1975 Ist ex.s. c 84 § 14; 
1965 c 17 § 3; 1961 c 37 § 7; 1959 c 282 § 27.] 


21.20.275 Pending registration—Notice of termina- 
tion—Application for continuation. The director may in 
his or her discretion send notice to the applicant in any pend- 
ing registration in which no action has been taken for nine 
months immediately prior to the sending of such notice, 
advising such applicant that the pending registration will be 
terminated thirty days from the date of sending unless on or 
before the termination date the applicant makes application in 
writing to the director showing good cause why it should be 
continued as a pending registration. If such application is not 
made or good cause shown, the director shall terminate the 
pending registration. [2016 c 61 § 6; 1994 c 256 § 17; 1979 
ex.s. c 68 § 16; 1974 ex.s. c 77 § 12.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


Additional notes found at www.leg.wa.gov 


DENIAL, SUSPENSION AND REVOCATION OF 
REGISTRATION OF SECURITIES 


21.20.280 Stop orders—Grounds. The director may 
issue a stop order denying effectiveness to, or suspending or 
revoking the effectiveness of, any registration statement if the 
director finds that the order is in the public interest and that: 

(1) The registration statement as of its effective date or 
as of any earlier date in the case of an order denying effec- 
tiveness, is incomplete in any material respect or contains any 
statement which was, in the light of the circumstances under 
which it was made, false or misleading with respect to any 
material fact; 

(2) Any provision of this chapter or any rule, order, or 
condition lawfully imposed under this chapter has been will- 
fully violated, in connection with the offering by (a) the per- 
son filing the registration statement, (b) the issuer, any part- 
ner, officer, or director of the issuer, any person occupying a 
similar status or performing similar functions, or any person 
directly or indirectly controlling or controlled by the issuer, 
but only if the person filing the registration statement is 
directly or indirectly controlled by or acting for the issuer, or 
(c) any underwriter; 

(3) The security registered or sought to be registered is 
the subject of a permanent or temporary injunction of any 
court of competent jurisdiction entered under any other fed- 
eral or state act applicable to the offering; but (a) the director 
may not institute a proceeding against an effective registra- 
tion statement under this clause more than one year from the 
date of the injunction relied on, and (b) the director may not 
enter an order under this clause on the basis of an injunction 
entered under any other state act unless that order or injunc- 
tion was based on facts which would currently constitute a 
ground for a stop order under this section; 

(4) The issuer's enterprise or method of business 
includes or would include activities which are illegal where 
performed; 

(5) The offering has worked or tended to work a fraud 
upon purchasers or would so operate; 

(6) When a security is sought to be registered by coordi- 
nation, there has been a failure to comply with the undertak- 
ing required by RCW 21.20.180(7); 
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(7) The applicant or registrant has failed to pay the 
proper registration fee; but the director may enter only a 
denial order under this subsection and shall vacate any such 
order when the deficiency has been corrected; or 

(8) The offering has been or would be made with unrea- 
sonable amounts of underwriters' and sellers' discounts, com- 
missions, or compensation or promoters' profits or participa- 
tion, or unreasonable amounts or kinds of options. [2016 c 61 
§ 7; 1979 ex.s. c 68 § 17; 1975 Ist ex.s. c 84 § 15; 1959 c 282 
§ 28.] 


21.20.290 Stop order prohibited if facts known on 
effective date of statement. The director may not enter a 
stop order against an effective registration statement on the 
basis of a fact or transaction known to the director when the 
registration statement became effective. [1979 ex.s. c 68 § 
18; 1959 c 282 § 29.] 


21.20.300 Notification of entry of stop order—Hear- 
ing—Findings, conclusions, modification, etc. Upon the 
entry of a stop order under any part of RCW 21.20.280, the 
director shall promptly notify the issuer of the securities and 
the applicant or registrant that the order has been entered and 
of the reasons therefor and that within twenty days after the 
receipt of a written request the matter will be set down for 
hearing. If no hearing is requested within twenty days and 
none is ordered by the director, the director shall enter written 
findings of fact and conclusions of law and the order will 
remain in effect until it is modified or vacated by the director. 
If a hearing is requested or ordered, the director, after notice 
of and opportunity for hearings to the issuer and to the appli- 
cant or registrant, shall enter written findings of fact and con- 
clusions of law and may modify or vacate the order. The 
director may modify or vacate a stop order if the director 
finds that the conditions which prompted its entry have 
changed or that it is otherwise in the public interest to do so. 
[2016 c 61 § 8; 1979 ex.s. c 68 § 19; 1959 c 282 § 30.] 


EXEMPT SECURITIES 


21.20.310 Securities exempt from registration. RCW 
21.20.140 through 21.20.300, inclusive, and 21.20.327 do not 
apply to any of the following securities: 

(1) Any security (including a revenue obligation) issued 
or guaranteed by the United States, any state, any political 
subdivision of a state, or any agency or corporate or other 
instrumentality of one or more of the foregoing; or any certif- 
icate of deposit for any of the foregoing; but this exemption 
does not include any security payable solely from revenues to 
be received from a nongovernmental industrial or commer- 
cial enterprise unless such payments are made or uncondi- 
tionally guaranteed by a person whose securities are exempt 
from registration by subsection (7) or (8) of this section: 
PROVIDED, That the director, by rule or order, may exempt 
any security payable solely from revenues to be received 
from a nongovernmental industrial or commercial enterprise 
if the director finds that registration with respect to such secu- 
rities is not necessary in the public interest and for the protec- 
tion of investors. 

(2) Any security issued or guaranteed by Canada, any 
Canadian province, any political subdivision of any such 
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province, any agency or corporate or other instrumentality of 
one or more of the foregoing, or any other foreign govern- 
ment with which the United States currently maintains diplo- 
matic relations, if the security is recognized as a valid obliga- 
tion by the issuer or guarantor; but this exemption does not 
include any security payable solely from revenues to be 
received from a nongovernmental industrial or commercial 
enterprise unless such payments shall be made or uncondi- 
tionally guaranteed by a person whose securities are exempt 
from registration by subsection (7) or (8) of this section. 

(3) Any security issued by and representing an interest in 
or a debt of, or guaranteed by, any bank organized under the 
laws of the United States, or any bank or trust company orga- 
nized or supervised under the laws of any state. 

(4) Any security issued by and representing an interest in 
or a debt of, or guaranteed by, any federal savings and loan 
association, or any building and loan or similar association 
organized under the laws of any state and authorized to do 
business in this state. 

(5) Any security issued by and representing an interest in 
or a debt of, or insured or guaranteed by, any insurance com- 
pany authorized to do business in this state. 

(6) Any security issued or guaranteed by any federal 
credit union or any credit union, industrial loan association, 
or similar association organized and supervised under the 
laws of this state. 

(7) Any security issued or guaranteed by any railroad, 
other common carrier, public utility, or holding company 
which is (a) a registered holding company under the public 
utility holding company act of 1935 or a subsidiary of such a 
company within the meaning of that act; (b) regulated in 
respect of its rates and charges by a governmental authority 
of the United States or any state or municipality; or (c) regu- 
lated in respect of the issuance or guarantee of the security by 
a governmental authority of the United States, any state, Can- 
ada, or any Canadian province; and equipment trust certifi- 
cates in respect of equipment conditionally sold or leased to a 
railroad or public utility, if other securities issued by such 
railroad or public utility would be exempt under this subsec- 
tion. 

(8) Any security which meets the criteria for investment 
grade securities that the director may adopt by rule. 

(9) Any prime quality negotiable commercial paper not 
intended to be marketed to the general public and not adver- 
tised for sale to the general public that is of a type eligible for 
discounting by federal reserve banks, that arises out of a cur- 
rent transaction or the proceeds of which have been or are to 
be used for a current transaction, and that evidences an obli- 
gation to pay cash within nine months of the date of issuance, 
exclusive of days of grace, or any renewal of such paper 
which is likewise limited, or any guarantee of such paper or 
of any such renewal. 

(10) Any security issued in connection with an 
employee's stock purchase, savings, pension, profit-sharing, 
or similar benefit plan if: (a) The plan meets the requirements 
for qualification as a pension, profit sharing, or stock bonus 
plan under section 401 of the internal revenue code, as an 
incentive stock option plan under section 422 of the internal 
revenue code, as a nonqualified incentive stock option plan 
adopted with or as a supplement to an incentive stock option 
plan under section 422 of the internal revenue code, or as an 


[Title 21 RCW—page 13] 


21.20.320 


employee stock purchase plan under section 423 of the inter- 
nal revenue code; or (b) the director is notified in writing with 
a copy of the plan thirty days before offering the plan to 
employees in this state. In the event of late filing of notifica- 
tion the director may upon application, for good cause excuse 
such late filing if he or she finds it in the public interest to 
grant such relief. 

(11) Any security issued by any person organized and 
operated as a nonprofit organization as defined in RCW 
84.36.800(4) exclusively for religious, educational, fraternal, 
or charitable purposes and which nonprofit organization also 
possesses a current tax exempt status under the laws of the 
United States, which security is offered or sold only to per- 
sons who, prior to their solicitation for the purchase of said 
securities, were members of, contributors to, or listed as par- 
ticipants in, the organization, or their relatives, if such non- 
profit organization first files a notice specifying the terms of 
the offering and the director does not by order disallow the 
exemption within the next ten full business days: PRO- 
VIDED, That no offerings may be made until expiration of 
the ten full business days. Every such nonprofit organization 
which files a notice of exemption of such securities shall pay 
a filing fee as set forth in RCW 21.20.340(1 1) as now or here- 
after amended. 

The notice shall consist of the following: 

(a) The name and address of the issuer; 

(b) The names, addresses, and telephone numbers of the 
current officers and directors of the issuer; 

(c) A short description of the security, price per security, 
and the number of securities to be offered; 

(d) A statement of the nature and purposes of the organi- 
zation as a basis for the exemption under this section; 

(e) A statement of the proposed use of the proceeds of 
the sale of the security; and 

(f) A statement that the issuer shall provide to a prospec- 
tive purchaser written information regarding the securities 
offered prior to consummation of any sale, which information 
shall include the following statements: (1) "ANY PROSPEC- 
TIVE PURCHASER IS ENTITLED TO REVIEW FINAN- 
CIAL STATEMENTS OF THE ISSUER WHICH SHALL 
BE FURNISHED UPON REQUEST."; (ii) "RECEIPT OF 
NOTICE OF EXEMPTION BY THE WASHINGTON 
ADMINISTRATOR OF SECURITIES DOES NOT SIG- 
NIFY THAT THE ADMINISTRATOR HAS APPROVED 
OR RECOMMENDED THESE SECURITIES, NOR HAS 
THE ADMINISTRATOR PASSED UPON THE OFFER- 
ING. ANY REPRESENTATION TO THE CONTRARY IS 
A CRIMINAL OFFENSE."; and (iii) "THE RETURN OF 
THE FUNDS OF THE PURCHASER IS DEPENDENT 
UPON THE FINANCIAL CONDITION OF THE ORGANI- 
ZATION." 

(12) Any charitable gift annuities issued by a board of a 
state university, regional university, or of the state college. 

(13) Any charitable gift annuity issued by an insurer or 
institution holding a certificate of exemption under RCW 
48.38.010. [2002 c 65 § 5; 1998 c 15 § 13; 1995 c 46 § 4; 
1994 c 256 § 18; 1981 c 272 § 5; 1979 ex.s. c 68 § 20; 1979 c 
130 § 4; 1979 c 8 § 1. Prior: 1977 ex.s. c 188 § 2; 1977 ex.s. 
c 172 § 1; 1975 Ist ex.s. c 84 § 16; 1959 c 282 § 31.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


Additional notes found at www.leg.wa.gov 
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EXEMPT TRANSACTIONS 


21.20.320 Exempt transactions. The following trans- 
actions are exempt from RCW 21.20.040 through 21.20.300 
and 21.20.327 except as expressly provided: 

(1) Any isolated transaction, or sales not involving a 
public offering, whether effected through a broker-dealer or 
not; or any transaction effected in accordance with any rule 
by the director establishing a nonpublic offering exemption 
pursuant to this subsection where registration is not necessary 
or appropriate in the public interest or for the protection of 
investors. 

(2) Any nonissuer transaction by a registered salesperson 
of a registered broker-dealer, and any resale transaction by a 
sponsor of a unit investment trust registered under the Invest- 
ment Company Act of 1940 pursuant to any rule adopted by 
the director. 

(3) Any nonissuer transaction effected by or through a 
registered broker-dealer pursuant to an unsolicited order or 
offer to buy; but the director may by rule require that the cus- 
tomer acknowledge upon a specified form that the sale was 
unsolicited, and that a signed copy of each such form be pre- 
served by the broker-dealer for a specified period. 

(4) Any transaction between the issuer or other person on 
whose behalf the offering is made and an underwriter, or 
among underwriters. 

(5) Any transaction in a bond or other evidence of 
indebtedness secured by a real or chattel mortgage or deed of 
trust, or by an agreement for the sale of real estate or chattels, 
if the entire mortgage, deed of trust, or agreement, together 
with all the bonds or other evidences of indebtedness secured 
thereby, is offered and sold as a unit. A bond or other evi- 
dence of indebtedness is not offered and sold as a unit if the 
transaction involves: 

(a) A partial interest in one or more bonds or other evi- 
dences of indebtedness secured by a real or chattel mortgage 
or deed of trust, or by an agreement for the sale of real estate 
or chattels; or 

(b) One of multiple bonds or other evidences of indebt- 
edness secured by one or more real or chattel mortgages or 
deeds of trust, or agreements for the sale of real estate or chat- 
tels, sold to more than one purchaser as part of a single plan 
of financing; or 

(c) A security including an investment contract other 
than the bond or other evidence of indebtedness. 

(6) Any transaction by an executor, administrator, sher- 
iff, marshal, receiver, trustee in bankruptcy, guardian, or con- 
servator. 

(7) Any transaction executed by a bona fide pledgee 
without any purpose of evading this chapter. 

(8) Any offer or sale to a bank, savings institution, trust 
company, insurance company, investment company as 
defined in the Investment Company Act of 1940, pension or 
profit-sharing trust, or other financial institution or institu- 
tional buyer, or to a broker-dealer, whether the purchaser is 
acting for itself or in some fiduciary capacity. 

(9) Any transaction effected in accordance with the 
terms and conditions of any rule adopted by the director if: 

(a) The aggregate offering amount does not exceed five 
million dollars; and 
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(b) The director finds that registration is not necessary in 
the public interest and for the protection of investors. 

(10) Any offer or sale of a preorganization certificate or 
subscription if (a) no commission or other remuneration is 
paid or given directly or indirectly for soliciting any prospec- 
tive subscriber, (b) the number of subscribers does not exceed 
ten, and (c) no payment is made by any subscriber. 

(11) Any transaction pursuant to an offer to existing 
security holders of the issuer, including persons who at the 
time of the transaction are holders of convertible securities, 
nontransferable warrants, or transferable warrants exercis- 
able within not more than ninety days of their issuance, if (a) 
no commission or other remuneration (other than a standby 
commission) is paid or given directly or indirectly for solicit- 
ing any security holder in this state, or (b) the issuer first files 
a notice specifying the terms of the offer and the director does 
not by order disallow the exemption within the next five full 
business days. 

(12) Any offer (but not a sale) of a security for which 
registration statements have been filed under both this chap- 
ter and the Securities Act of 1933 if no stop order or refusal 
order is in effect and no public proceeding or examination 
looking toward such an order is pending under either act. 

(13) The issuance of any stock dividend, whether the 
corporation distributing the dividend is the issuer of the stock 
or not, if nothing of value is given by stockholders for the dis- 
tribution other than the surrender of a right to a cash dividend 
where the stockholder can elect to take a dividend in cash or 
stock. 

(14) Any transaction incident to a right of conversion or 
a statutory or judicially approved reclassification, recapital- 
ization, reorganization, quasi reorganization, stock split, 
reverse stock split, merger, consolidation, or sale of assets. 

(15) The offer or sale by a registered broker-dealer, or a 
person exempted from the registration requirements pursuant 
to RCW 21.20.040, acting either as principal or agent, of 
securities previously sold and distributed to the public: PRO- 
VIDED, That: 

(a) Such securities are sold at prices reasonably related to 
the current market price thereof at the time of sale, and, if 
such broker-dealer is acting as agent, the commission col- 
lected by such broker-dealer on account of the sale thereof is 
not in excess of usual and customary commissions collected 
with respect to securities and transactions having comparable 
characteristics; 

(b) Such securities do not constitute the whole or a part 
of an unsold allotment to or subscription or participation by 
such broker-dealer as an underwriter of such securities or as 
a participant in the distribution of such securities by the 
issuer, by an underwriter or by a person or group of persons 
in substantial control of the issuer or of the outstanding secu- 
rities of the class being distributed; and 

(c) The security has been lawfully sold and distributed in 
this state or any other state of the United States under this or 
any act regulating the sale of such securities. 

(16) Any transaction by a mutual or cooperative associa- 
tion meeting the requirements of (a) and (b) of this subsec- 
tion: 

(a) The transaction: 

(i) Does not involve advertising or public solicitation; or 

(ii) Involves advertising or public solicitation, and: 


(2020 Ed.) 


21.20.325 


(A) The association first files a notice of claim of exemp- 
tion on a form prescribed by the director specifying the terms 
of the offer and the director does not by order deny the 
exemption within the next ten full business days; or 

(B) The association is an employee cooperative and 
identifies itself as an employee cooperative in advertising or 
public solicitation. 

(b) The transaction involves an instrument or interest, 
that: 

(i)(A) Qualifies its holder to be a member or patron of 
the association; 

(B) Represents a contribution of capital to the associa- 
tion by a person who is or intends to become a member or 
patron of the association; 

(C) Represents a patronage dividend or other patronage 
allocation; or 

(D) Represents the terms or conditions by which a mem- 
ber or patron purchases, sells, or markets products, commod- 
ities, or services from, to, or through the association; and 

(ii) Is nontransferable except in the case of death, opera- 
tion of law, bona fide transfer for security purposes only to 
the association, a bank, or other financial institution, intrafa- 
mily transfer, transfer to an existing member or person who 
will become a member, or transfer by gift to any person orga- 
nized and operated as a nonprofit organization as defined in 
RCW 84.36.800(4) that also possesses a current tax exempt 
status under the laws of the United States, and, in the case of 
an instrument, so states conspicuously on its face. 

(17) Any transaction effected in accordance with any 
tule adopted by the director establishing a limited offering 
exemption which furthers objectives of compatibility with 
federal exemptions and uniformity among the states, pro- 
vided that in adopting any such rule the director may require 
that no commission or other remuneration be paid or given to 
any person, directly or indirectly, for effecting sales unless 
the person is registered under this chapter as a broker-dealer 
or salesperson. [2006 c 220 § 1; 1998 c 15 § 14; 1989 c 307 
§ 34. Prior: 1987 c 457 § 13; 1987 c 421 § 9; 1986 c 90 § 1; 
1981 c 272 § 6; 1979 ex.s. c 68 § 21; 1977 ex.s. c 172 § 2; 
1975 Ist ex.s. c 84 § 17; 1974 ex.s. c 77 § 6; 1972 ex.s. c 79 
§ 1; 1961 c 37 § 8; 1959 c 282 § 32.] 

Legislative finding—1989 c 307: See note following RCW 23.86.007. 


Additional notes found at www.leg.wa.gov 
EXEMPT SECURITIES AND TRANSACTIONS 


21.20.325 Denial, revocation, condition, of exemp- 
tions—Authority—Procedure. The director or administra- 
tor may by order deny, revoke, or condition any exemption 
specified in RCW 21.20.310 (10), (11), (12)[,] or (13), 
21.20.320, or 21.20.880, with respect to a specific security or 
transaction. No such order may be entered without appropri- 
ate prior notice to all interested parties, opportunity for hear- 
ing, and written findings of fact and conclusions of law, 
except that the director or administrator may by order sum- 
marily deny, revoke, or condition any of the specified exemp- 
tions pending final determination of any proceeding under 
this section. Upon the entry of a summary order, the director 
or administrator shall promptly notify all interested parties 
that it has been entered and of the reasons therefor and that 
within twenty days of the receipt of a written request the mat- 
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ter will be set down for hearing. If no hearing is requested and 
none is ordered by the director or administrator, the order will 
remain in effect until it is modified or vacated by the director 
or administrator. If a hearing is requested or ordered, the 
director or administrator, after notice of and opportunity for 
hearing to all interested persons, may modify or vacate the 
order or extend it until final determination. No order under 
this section may operate retroactively. No person may be 
considered to have violated RCW 21.20.140 as now or here- 
after amended by reason of any offer or sale effected after the 
entry of an order under this section if he or she sustains the 
burden of proof that he or she did not know, and in the exer- 
cise of reasonable care could not have known, of the order. 
[2016 c 61 § 9; 1979 ex.s. c 68 § 22; 1979 c 130 § 14; 1977 
ex.s. c 188 § 3; 1975 Ist ex.s. c 84 § 18; 1974 ex.s. c 77 § 7; 
1967 c 199 § 3.] 


Additional notes found at www.leg.wa.gov 
FEDERAL COVERED SECURITY 


21.20.327 Required filings—Consent to service— 
Failure to comply—Rules—Fees. (1) The director, by rule 
or otherwise, may require the filing of any or all of the fol- 
lowing documents and the payment of the following fees 
with respect to a federal covered security under section 
18(b)(2) of the Securities Act of 1933: 

(a) Prior to the initial offer of such a federal covered 
security in this state, all documents that are part of the current 
federal registration statement filed with the U.S. securities 
and exchange commission under the Securities Act of 1933, 
together with a consent to service of process signed by the 
issuer and the fee prescribed by RCW 21.20.340; 

(b) After the initial offer of such a federal covered secu- 
rity in this state, all documents that are part of an amendment 
to a current federal registration statement filed with the U.S. 
securities and exchange commission under the Securities Act 
of 1933 and all fees prescribed by RCW 21.20.340; and 

(c) An annual or periodic report of the value of such fed- 
eral covered securities offered in this state, together with the 
fee prescribed by RCW 21.20.340. 

(2) With respect to any security that is a federal covered 
security under section 18(b)(4)(D) of the Securities Act of 
1933, the director, by rule or otherwise, may require the 
issuer to file a notice on SEC Form D, together with a consent 
to service of process signed by the issuer and the fee pre- 
scribed pursuant to RCW 21.20.340, no later than fifteen 
days after the first sale of such a federal covered security in 
this state. 

(3) The director, by rule or otherwise, may require the 
filing of any document filed with the U.S. securities and 
exchange commission under the Securities Act of 1933, with 
respect to a federal covered security under section 18(b)(3) or 
(4) of the Securities Act of 1933 and/or the payment of the fee 
prescribed pursuant to RCW 21.20.340. 

(4) The director may issue a stop order suspending the 
offer and sale of a federal covered security, except a federal 
covered security under section 18(b)(1) of the Securities Act 
of 1933, if the director finds that there is a failure to comply 
with any requirement established under this section. 

(5) The director, by rule or otherwise, may waive any or 
all of the provisions of this section. [1998 c 15 § 12.] 
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CONSENT TO SERVICE OF PROCESS 


21.20.330 Consent to service of process—Service, 
how made. Every applicant for registration as a broker- 
dealer, investment adviser, investment adviser representa- 
tive, or salesperson under this chapter, every issuer that files 
an application to register or files a claim of exemption from 
registration to offer a security in this state through any person 
acting on an agency basis in the common law sense, and 
every person filing pursuant to RCW 21.20.050 or 21.20.327 
shall file with the director or with such person as the director 
may by rule or order designate, in such form as the director 
by rule prescribes, an irrevocable consent appointing the 
director or the director's successor in office to be the attorney 
of the applicant to receive service of any lawful process in 
any noncriminal suit, action, or proceeding against the appli- 
cant or the applicant's successor, executor or administrator 
which arises under this chapter or any rule or order hereunder 
after the consent has been filed, with the same force and 
validity as if served personally on the person filing the con- 
sent. A person who has filed such a consent in connection 
with a previous registration, or notice filing pursuant to RCW 
21.20.050 or 21.20.327, need not file another. Service may be 
made by leaving a copy of the process in the office of the 
director, but it is not effective unless (1) the plaintiff, who 
may be the director in a suit, action, or proceeding instituted 
by him or her, forthwith sends notice of the service and a 
copy of the process by registered mail to the defendant or 
respondent at the last address of the respondent or defendant 
on file with the director, and (2) the plaintiff's affidavit of 
compliance with this section is filed in the case on or before 
the return day of the process, if any, or within such further 
time as the court allows. [1998 c 15 § 15; 1994 c 256 § 19; 
1979 ex.s. c 68 § 23; 1975 Ist ex.s. c 84 § 19; 1959 c 282 § 
33.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


FEES 


21.20.340 Fees—Disposition. Except as provided in 
subsection (15) of this section, the following fees shall be 
paid in advance under the provisions of this chapter: 

(1)(a) For registration of securities by qualification, the 
fee shall be one hundred dollars for the first one hundred 
thousand dollars of initial issue, or portion thereof in this 
state, based on offering price, plus one-twentieth of one per- 
cent for any excess over one hundred thousand dollars which 
are to be offered during that year: PROVIDED, HOWEVER, 
That an issuer may upon the payment of a fifty dollar fee 
renew for one additional twelve-month period only the 
unsold portion for which the registration fee has been paid. 

(b) For the offer of a federal covered security that (i) is 
an exempt security pursuant to section 3(2) of the Securities 
Act of 1933, and (ii) would not qualify for the exemption or a 
discretionary order of exemption pursuant to RCW 
21.20.310(1), the fee shall be one hundred dollars for the first 
one hundred thousand dollars of initial issue, or portion 
thereof in this state, based on offering price, plus one-twenti- 
eth of one percent for any excess over one hundred thousand 
dollars which are to be offered during that year: PROVIDED, 
HOWEVER, That an issuer may upon the payment of a fifty 
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dollar fee renew for one additional twelve-month period only 
the unsold portion for which the filing fee has been paid. 

(2)(a) For registration by coordination of securities 
issued by an investment company, other than a closed-end 
company, as those terms are defined in the Investment Com- 
pany Act of 1940, the fee shall be one hundred dollars for the 
first one hundred thousand dollars of initial issue, or portion 
thereof in this state, based on offering price, plus one-twenti- 
eth of one percent for any excess over one hundred thousand 
dollars which are to be offered in this state during that year: 
PROVIDED, HOWEVER, That an issuer may upon the pay- 
ment of a fifty dollar fee renew for one additional twelve- 
month period the unsold portion for which the registration fee 
has been paid. 

(b) For each offering by an investment company, other 
than a closed-end company, as those terms are defined in the 
Investment Company Act of 1940, making a notice filing 
pursuant to RCW 21.20.327(1), the initial filing fee shall be 
one hundred dollars for the first one hundred thousand dollars 
of initial issue, or portion thereof in this state, based on offer- 
ing price, plus one-twentieth of one percent for any excess 
over one hundred thousand dollars which are to be offered in 
this state during that year. The amount offered in this state 
during the year may be increased by paying one-twentieth of 
one percent of the desired increase, based on offering price, 
prior to the sale of securities to be covered by the fee: PRO- 
VIDED, HOWEVER, That an issuer may upon the payment 
of a fifty dollar fee renew for one additional twelve-month 
period the unsold portion for which the filing fee has been 
paid. 

(3)(a) For registration by coordination of securities not 
covered by subsection (2) of this section, the initial filing fee 
shall be one hundred dollars for the first one hundred thou- 
sand dollars of initial issue, or portion thereof in this state, 
based on offering price, plus one-fortieth of one percent for 
any excess over one hundred thousand dollars for the first 
twelve-month period plus one hundred dollars for each addi- 
tional twelve months in which the same offering is continued. 
The amount offered in this state during the year may be 
increased by paying one-fortieth of one percent of the desired 
increase, based on offering price, prior to the sale of securi- 
ties to be covered by the fee. 

(b) For each offering by a closed-end investment com- 
pany, making a notice filing pursuant to RCW 21.20.327(1), 
the initial filing fee shall be one hundred dollars for the first 
one hundred thousand dollars of initial issue, or portion 
thereof in this state, based on offering price, plus one-fortieth 
of one percent for any excess over one hundred thousand dol- 
lars for the first twelve-month period plus one hundred dol- 
lars for each additional twelve months in which the same 
offering is continued. The amount offered in this state during 
the year may be increased by paying one-fortieth of one per- 
cent of the desired increase, based on offering price, prior to 
the sale of securities to be covered by the fee. 

(4) For filing annual financial statements, the fee shall be 
twenty-five dollars. 

(5)(a) For filing an amended offering circular after the 
initial registration permit has been granted or pursuant to 
RCW 21.20.327(1)(b), the fee shall be ten dollars. 

(b) For filing a report under RCW 21.20.270(1) or 
21.20.327(1)(c), the fee shall be ten dollars. 
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(6)(a) For registration of a broker-dealer or investment 
adviser, the fee shall be one hundred fifty dollars for original 
registration and seventy-five dollars for each annual renewal. 
When an application is denied or withdrawn the director shall 
retain one-half of the fee. 

(b) For a federal covered adviser filing pursuant to RCW 
21.20.050, the fee shall be one hundred fifty dollars for orig- 
inal notification and seventy-five dollars for each annual 
renewal. A fee shall not be assessed in connection with con- 
verting an investment adviser registration to a notice filing 
when the investment adviser becomes a federal covered 
adviser. 

(7) For registration of a salesperson or investment 
adviser representative, the fee shall be forty dollars for origi- 
nal registration with each employer and twenty dollars for 
each annual renewal. When an application is denied or with- 
drawn the director shall retain one-half of the fee. 

(8) If a registration, or filing pursuant to RCW 
21.20.050, of a broker-dealer, salesperson, investment 
adviser, federal covered adviser, or investment adviser repre- 
sentative is not renewed on or before the renewal deadline 
specified in the central registration depository (CRD) or the 
investment adviser registration depository (IARD), as appli- 
cable, the renewal is delinquent. The director by rule or order 
may set and assess a fee for delinquency not to exceed two 
hundred dollars. Acceptance by the director of an application 
for renewal after the renewal deadline specified in the CRD 
or the IARD, as applicable, is not a waiver of delinquency. A 
delinquent application for renewal will not be accepted for 
filing after March 1st. 

(9)(a) For the transfer of a broker-dealer license to a suc- 
cessor, the fee shall be fifty dollars. 

(b) For the transfer of a salesperson license from a bro- 
ker-dealer or issuer to another broker-dealer or issuer, the 
transfer fee shall be twenty-five dollars. 

(c) For the transfer of an investment adviser representa- 
tive license from an investment adviser to another investment 
adviser, the transfer fee shall be twenty-five dollars. 

(d) For the transfer of an investment adviser license to a 
successor, the fee shall be fifty dollars. 

(10)(a) The director may provide by rule for the filing of 
notice of claim of exemption under RCW 21.20.320 (1), (9), 
and (17) and set fees accordingly not to exceed three hundred 
dollars. 

(b) For the filing required by RCW 21.20.327(2), the fee 
shall be three hundred dollars. 

(11) For filing of notification of claim of exemption from 
registration pursuant to RCW 21.20.310(11), as now or here- 
after amended, the fee shall be fifty dollars for each filing. 

(12) For rendering interpretative opinions, the fee shall 
be thirty-five dollars. 

(13) For certified copies of any documents filed with the 
director, the fee shall be the cost to the department of finan- 
cial institutions. 

(14) For a duplicate license the fee shall be five dollars. 

(15) Upon a finding by the department of financial insti- 
tutions that a fee increase is necessary to defray the costs of 
administering this chapter, the director may by rule adjust the 
fees specified in this section upward by no more than fifteen 
dollars. 
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All fees collected under this chapter shall be turned in to 
the state treasury and are not refundable, except as herein 
provided. [2018 c 185 § 1; 2016 c 61 § 10; 1998 c 15 § 16; 
1995 c 46 § 5; 1994 c 256 § 20; 1988 c 244 § 17; 1986 c 90 § 
2; 1981 c 272 § 7; 1979 ex.s. c 68 § 24. Prior: 1977 ex.s. c 188 
§ 4; 1977 ex.s. c 172 § 3; 1975 Ist ex.s. c 84 § 20; 1974 ex.s. 
c 77 § 8; 1965 c 17 § 4; 1961 c 37 § 9; 1959 c 282 § 34.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


Additional notes found at www.leg.wa.gov 


MISLEADING FILINGS 


21.20.350 False or misleading statements in filed doc- 
uments. It is unlawful for any person to make or cause to be 
made, in any document filed with the director or in any pro- 
ceeding under this chapter, any statement which is, at the 
time and in the light of the circumstances under which it is 
made, false or misleading in any material respect. [1959 c 
282 § 35.] 


UNLAWFUL REPRESENTATIONS CONCERNING 
REGISTRATION OR EXEMPTION 


21.20.360 Filing, registration, statement, exemption 
not conclusive as to truth or completeness—Unlawful 
representations. Neither the fact that an application for reg- 
istration under RCW 21.20.050, a registration statement 
under RCW 21.20.180 or 21.20.210 has been filed, nor the 
fact that a person or security is effectively registered, consti- 
tutes a finding by the director that any document filed under 
this chapter is true, complete, and not misleading. Neither 
any such fact nor the fact that an exemption or exception is 
available for a security or a transaction means that the direc- 
tor has passed in any way upon the merits or qualifications of, 
or recommended or given approval to, any person, security, 
or transaction. It is unlawful to make, or cause to be made, to 
any prospective purchaser, customer, or client any represen- 
tation inconsistent with this section. [2016 c 61 § 11; 1975 
Ist ex.s. c 84 § 21; 1959 c 282 § 36.] 


INVESTIGATIONS AND SUBPOENAS 


21.20.370 Investigations—Statement of facts relating 
to investigation may be permitted—Publication of infor- 
mation—Use of criminal history record information. (1) 
The director in his or her discretion (a) may annually, or more 
frequently, make such public or private investigations within 
or without this state as the director deems necessary to deter- 
mine whether any registration should be granted, denied or 
revoked or whether any person has violated, is violating, or is 
about to violate any provision of this chapter or any rule or 
order under this chapter, or to aid in the enforcement of this 
chapter or in the adoption of rules and forms under this chap- 
ter, (b) may engage in the detection and identification of 
criminal activities subject to this chapter, (c) may require or 
permit any person to testify or to file a statement in writing, 
under oath or otherwise as the director may determine, as to 
all the facts and circumstances concerning the matter to be 
investigated, and (d) may publish information concerning a 
proceeding, an investigation, or any violation of this chapter 
or any rule or order under this chapter, if the director deter- 
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mines it is necessary or appropriate in the public interest or 
for the protection of investors. 

(2) The enforcement unit of the securities division of the 
department of financial institutions may be authorized to 
receive criminal history record information in connection 
with the investigation of criminal activities subject to this 
chapter. [2002 c 65 § 6; 1998 c 15 § 17; 1994 c 256 § 21; 
1979 ex.s. c 68 § 25; 1973 Ist ex.s. c 171 § 2; 1959 c 282 § 
37.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 
Investigations, additional authority, scope: RCW 21.20.700. 


21.20.377 Subpoena authority—Application—Con- 
tents—Notice—Fees. (1) The director or authorized assis- 
tants may apply for and obtain a superior court order approv- 
ing and authorizing a subpoena in advance of its issuance. 
The application may be made in the county where the sub- 
poenaed person resides or is found, or the county where the 
subpoenaed documents, records, or evidence are located, or 
in Thurston county. The application must: 

(a) State that an order is sought under this section; 

(b) Adequately specify the documents, records, evi- 
dence, or testimony; and 

(c) Include a declaration made under oath that an inves- 
tigation is being conducted for a lawfully authorized purpose 
related to an investigation within the department's authority 
and that the subpoenaed documents, records, evidence, or tes- 
timony are reasonably related to an investigation within the 
department's authority. 

(2) When an application under this section is made to the 
satisfaction of the court, the court must issue an order approv- 
ing the subpoena. An order under this subsection constitutes 
authority of law for the agency to subpoena the documents, 
records, evidence, or testimony. 

(3) The director or authorized assistants may seek 
approval and a court may issue an order under this section 
without prior notice to any person, including the person to 
whom the subpoena is directed and the person who is the sub- 
ject of an investigation. An application for court approval is 
subject to the fee and process set forth in RCW 36.18.012(3). 
[2011 c 93 § 7.] 

Finding—Intent—2011 c 93: See note following RCW 18.44.425. 


21.20.380 Oaths—Subpoenas—Assisting another 
state—Compelling obedience—Punishment. (1) For the 
purpose of any investigation or proceeding under this chap- 
ter, the director or any officer designated by the director may 
administer oaths and affirmations, subpoena witnesses, com- 
pel their attendance, take evidence, and require the produc- 
tion of any books, papers, correspondence, memoranda, 
agreements, or other documents or records which the director 
deems relevant or material to the inquiry. 

(2) If the activities constituting an alleged violation for 
which the information is sought would be a violation of this 
chapter had the activities occurred in this state, the director 
may issue and apply to enforce subpoenas in this state at the 
request of a securities agency or administrator of another 
state. 

(3) A subpoena issued to a financial institution under this 
section may, if the director finds it necessary or appropriate 
in the public interest or for the protection of investors, 
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include a directive that the financial institution subpoenaed 
shall not disclose to third parties that are not affiliated with 
the financial institution, other than to the institution's legal 
counsel, the existence or content of the subpoena. 

(4) In case of disobedience on the part of any person to 
comply with any subpoena lawfully issued by the director, 
the refusal of any witness to testify to any matters regarding 
which the witness may be lawfully interrogated, or the failure 
to comply with a nondisclosure directive under subsection (3) 
of this section, a court of competent jurisdiction of any 
county or the judge thereof, on application of the director, 
and after satisfactory evidence of willful disobedience, may 
compel obedience by proceedings for contempt, as in the case 
of disobedience of the requirements of a subpoena issued 
from such a court on a refusal to testify therein. [2002 c 65 § 
7; 1995 c 46 § 6; 1994 c 256 § 22; 1979 ex.s. c 68 § 26; 1975 
Ist ex.s. c 84 § 22; 1974 ex.s. c 77 § 9; 1959 c 282 § 38.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 


Additional notes found at www.leg.wa.gov 


INJUNCTIONS AND OTHER REMEDIES 


21.20.390 Injunction, cease and desist order, 
restraining order, mandamus—Appointment of receiver 
or conservator for insolvent—Restitution or damages— 
Costs—Accounting. Whenever it appears to the director 
that any person has engaged or is about to engage in any act 
or practice constituting a violation of any provision of this 
chapter or any rule or order hereunder, the director may in his 
or her discretion: 

(1) Issue an order directing the person to cease and desist 
from continuing the act or practice and to take appropriate 
affirmative action within a reasonable period of time, as pre- 
scribed by the director, to correct conditions resulting from 
the act or practice including, without limitation, a require- 
ment to provide restitution. Reasonable notice of and oppor- 
tunity for a hearing shall be given. The director may issue a 
summary order pending the hearing which shall remain in 
effect until ten days after the hearing is held and which shall 
become final if the person to whom notice is addressed does 
not request a hearing within twenty days after the receipt of 
notice; or 

(2) The director may without issuing a cease and desist 
order, bring an action in any court of competent jurisdiction 
to enjoin any such acts or practices and to enforce compliance 
with this chapter or any rule or order adopted under this chap- 
ter. The court may grant such ancillary relief, including a 
civil penalty, restitution, and disgorgement, as it deems 
appropriate. Upon a proper showing a permanent or tempo- 
rary injunction, restraining order, or writ of mandamus shall 
be granted and a receiver or conservator may be appointed for 
the defendant or the defendant's assets. The director may not 
be required to post a bond. If the director prevails, the direc- 
tor shall be entitled to a reasonable attorney's fee to be fixed 
by the court. 

(3) Whenever it appears to the director that any person 
who has received a permit to issue, sell, or otherwise dispose 
of securities under this chapter, whether current or otherwise, 
has become insolvent, the director may petition a court of 
competent jurisdiction to appoint a receiver or conservator 
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for the defendant or the defendant's assets. The director may 
not be required to post a bond. 

(4) The director may bring an action for restitution or 
damages on behalf of the persons injured by a violation of 
this chapter, if the court finds that private civil action would 
be so burdensome or expensive as to be impractical. 

(5) In any action under this section, the director may 
charge the costs, fees, and other expenses incurred by the 
director in the conduct of any administrative investigation, 
hearing, or court proceeding against any person found to be 
in violation of any provision of this section or any rule or 
order adopted under this section. 

(6) In any action under subsection (1) of this section, the 
director may enter an order requiring an accounting, restitu- 
tion, and disgorgement, including interest at the legal rate 
under RCW 4.56.110. The director may by rule or order pro- 
vide for payments to investors, interest rates, periods of 
accrual, and other matters the director deems appropriate to 
implement this subsection. [2016 c 61 § 12; 2003 c 288 § 5; 
1995 c 46 § 7; 1994 c 256 § 23; 1981 c 272 § 8; 1979 ex.s. c 
68 § 27; 1975 Ist ex.s. c 84 § 23; 1974 ex.s. c 77 § 10; 1959 
c 282 § 39.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


Additional notes found at www.leg.wa.gov 


21.20.395 Administrative action—Hearing—Judicial 
review—Judgment. (1) A person who, in an administrative 
action by the director, is found to have knowingly or reck- 
lessly violated any provision of this chapter, or any rule or 
order under this chapter, may be fined, after notice and 
opportunity for hearing, in an amount not to exceed ten thou- 
sand dollars for each violation. 

(2) A person who, in an administrative action by the 
director, is found to have knowingly or recklessly violated an 
administrative order issued under RCW 21.20.110 or 
21.20.390 shall pay an administrative fine in an amount not to 
exceed twenty-five thousand dollars for each violation. 

(3) The fines paid under subsections (1) and (2) of this 
section shall be deposited into the securities prosecution 
fund. 

(4) If a petition for judicial review has not been timely 
filed under RCW 34.05.542(2), a certified copy of the direc- 
tor's order requiring payment of the fine may be filed in the 
office of the clerk of the superior court in any county of this 
state. The clerk shall treat the order of the director in the same 
manner as a judgment of the superior court. The director's 
order so filed has the same effect as a judgment of the supe- 
rior court and may be recorded, enforced, or satisfied in like 
manner. [2003 c 288 § 6; 1998 c 15 § 18.] 


CRIMINAL LIABILITIES 


21.20.400 Penalty for violation of chapter—Limita- 
tion of actions. (1) Any person who willfully violates any 
provision of this chapter except RCW 21.20.350, or who 
willfully violates any rule or order under this chapter, or who 
willfully violates RCW 21.20.350 knowing the statement 
made to be false or misleading in any material respect, is 
guilty of a class B felony punishable under RCW 
9A.20.021(1)(b). However, a person may not be imprisoned 
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for the violation of any rule or order if that person proves that 
he or she had no knowledge of the rule or order. 

(2) Any person who knowingly alters, destroys, shreds, 
mutilates, or conceals a record, document, or other object, or 
attempts to do so, with the intent to impair the object's integ- 
rity or availability for use in an official proceeding under this 
chapter, is guilty of a class B felony punishable under RCW 
9A.20.021(1)(b) or punishable by a fine of not more than five 
hundred thousand dollars, or both. The fines paid under this 
subsection shall be deposited into the securities prosecution 
fund. 

(3) No indictment or information may be returned under 
this chapter more than (a) five years after the violation, or (b) 
three years after the actual discovery of the violation, which- 
ever date of limitation is later. [2016 c 61 § 13. Prior: 2003 c 
288 § 3; 2003 c 53 § 163; 1979 ex.s. c 68 § 28; 1965 c 17 § 5; 
1959 c 282 § 40.] 


Intent—Effective date—2003 c 53: See notes following RCW 
2.48.180. 


21.20.410 Attorney general, prosecuting attorney 
may institute criminal proceeding—Referral of evidence 
by director. (1) The director may refer such evidence as may 
be available concerning violations of this chapter or of any 
tule or order hereunder to the attorney general or the proper 
prosecuting attorney, who may in his or her discretion, with 
or without such a reference, institute the appropriate criminal 
proceedings under this chapter. 

(2) The director may render such assistance as the prose- 
cuting attorney requests regarding a reference. [1998 c 15 § 
19; 1979 ex.s. c 68 § 29; 1959 c 282 § 41.] 


21.20.420 Criminal punishment, chapter not exclu- 
sive. Nothing in this chapter limits the power of the state to 
punish any person for any conduct which constitutes a crime 
by statute or at common law. [1959 c 282 § 42.] 


CIVIL LIABILITIES 


21.20.430 Civil liabilities—Survival, limitation of 
actions— Waiver of chapter void—Scienter. (1) Any per- 
son, who offers or sells a security in violation of any provi- 
sions of RCW 21.20.010, 21.20.140 (1) or (2), or 21.20.180 
through 21.20.230, is liable to the person buying the security 
from him or her, who may sue either at law or in equity to 
recover the consideration paid for the security, together with 
interest at eight percent per annum from the date of payment, 
costs, and reasonable attorneys' fees, less the amount of any 
income received on the security, upon the tender of the secu- 
rity, or for damages if he or she no longer owns the security. 
Damages are the amount that would be recoverable upon a 
tender less (a) the value of the security when the buyer dis- 
posed of it and (b) interest at eight percent per annum from 
the date of disposition. 

(2) Any person who buys a security in violation of the 
provisions of RCW 21.20.010 is liable to the person selling 
the security to him or her, who may sue either at law or in 
equity to recover the security, together with any income 
received on the security, upon tender of the consideration 
received, costs, and reasonable attorneys' fees, or if the secu- 
rity cannot be recovered, for damages. Damages are the value 
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of the security when the buyer disposed of it, and any income 
received on the security, less the consideration received for 
the security, plus interest at eight percent per annum from the 
date of disposition, costs, and reasonable attorneys' fees. 

(3) Every person who directly or indirectly controls a 
seller or buyer liable under subsection (1) or (2) above, every 
partner, officer, director or person who occupies a similar sta- 
tus or performs a similar function of such seller or buyer, 
every employee of such a seller or buyer who materially aids 
in the transaction, and every broker-dealer, salesperson, or 
person exempt under the provisions of RCW 21.20.040 who 
materially aids in the transaction is also liable jointly and sev- 
erally with and to the same extent as the seller or buyer, 
unless such person sustains the burden of proof that he or she 
did not know, and in the exercise of reasonable care could not 
have known, of the existence of the facts by reason of which 
the liability is alleged to exist. There is contribution as in 
cases of contract among the several persons so liable. 

(4)(a) Every cause of action under this statute survives 
the death of any person who might have been a plaintiff or 
defendant. 

(b) No person may sue under this section more than three 
years after the contract of sale for any violation of the provi- 
sions of RCW 21.20.140 (1) or (2) or 21.20.180 through 
21.20.230, or more than three years after a violation of the 
provisions of RCW 21.20.010, either was discovered by such 
person or would have been discovered by him or her in the 
exercise of reasonable care. No person may sue under this 
section if the buyer or seller receives a written rescission 
offer, which has been passed upon by the director before suit 
and at a time when he or she owned the security, to refund the 
consideration paid together with interest at eight percent per 
annum from the date of payment, less the amount of any 
income received on the security in the case of a buyer, or plus 
the amount of income received on the security in the case of 
a seller. 

(5) No person who has made or engaged in the perfor- 
mance of any contract in violation of any provision of this 
chapter or any rule or order hereunder, or who has acquired 
any purported right under any such contract with knowledge 
of the facts by reason of which its making or performance 
was in violation, may base any suit on the contract. Any con- 
dition, stipulation, or provision binding any person acquiring 
any security to waive compliance with any provision of this 
chapter or any rule or order hereunder is void. 

(6) Any tender specified in this section may be made at 
any time before entry of judgment. 

(7) Notwithstanding subsections (1) through (6) of this 
section, if an initial offer or sale of securities that are exempt 
from registration under RCW 21.20.310 is made by this state 
or its agencies, political subdivisions, municipal or quasi- 
municipal corporations, or other instrumentality of one or 
more of the foregoing and is in violation of RCW 
21.20.010(2), and any such issuer, member of the governing 
body, committee member, public officer, director, employee, 
or agent of such issuer acting on its behalf, or person in con- 
trol of such issuer, member of the governing body, committee 
member, public officer, director, employee, or agent of such 
person acting on its behalf, materially aids in the offer or sale, 
such person is liable to the purchaser of the security only if 
the purchaser establishes scienter on the part of the defen- 
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dant. The word "employee" or the word "agent," as such 
words are used in this subsection, do not include a bond coun- 
sel or an underwriter. Under no circumstances whatsoever 
shall this subsection be applied to require purchasers to estab- 
lish scienter on the part of bond counsels or underwriters. The 
provisions of this subsection are retroactive and apply to any 
action commenced but not final before July 27, 1985. In addi- 
tion, the provisions of this subsection apply to any action 
commenced on or after July 27, 1985. [1998 c 15 § 20; 1986 
c 304 § 1; 1985 171 § 1; 1981 c 272 § 9; 1979 ex.s. c 68 § 
30; 1977 ex.s. c 172 § 4; 1975 1st ex.s. c 84 § 24; 1974 ex.s. 
c 77 § 11; 1967 c 199 § 2; 1959 c 282 § 43.] 


Additional notes found at www.leg.wa.gov 


DISCONTINUANCE OF VIOLATIONS 


21.20.435 Assurance of discontinuance of viola- 
tions—Acceptance—Filing. In the enforcement of this 
chapter, the director may accept an assurance of discontinu- 
ance of violations of the provisions of this chapter from any 
person deemed by the director to be in violation hereof. Any 
such assurance shall be in writing, may state that the person 
giving such assurance does not admit to any violation of this 
chapter, and shall be filed with and subject to the approval of 
the superior court of the county in which the alleged violator 
resides or has his or her principal place of business, or in 
Thurston county. Proof of failure to comply with the assur- 
ance of discontinuance shall be prima facie evidence of a vio- 
lation of this chapter. [1979 ex.s. c 68 § 31; 1974 ex.s. c 77 § 
13.] 


Additional notes found at www.leg.wa.gov 


JUDICIAL REVIEW OF ORDERS 


21.20.440 Judicial review of order—Modification of 
order by director on additional evidence. Any person 
aggrieved by a final order of the director may obtain a review 
of the order in the county in which that person resides or in 
any other court of competent jurisdiction by filing in court, 
within sixty days after the entry of the order, a written peti- 
tion praying that the order be modified or set aside in whole 
or in part. A copy of the petition shall be forthwith served 
upon the director, and thereupon the director shall certify and 
file in court a copy of the filing, testimony, and other evi- 
dence upon which the order was entered. When these have 
been filed, the court has exclusive jurisdiction to affirm, 
modify, enforce, or set aside the order, in whole or in part. No 
objection to the order may be considered by the court unless 
it was urged before the director or there were reasonable 
grounds for failure to do so. The findings of the director as to 
the facts, if supported by substantial evidence, are conclusive. 
If either party applies to the court for leave to adduce addi- 
tional evidence, and shows to the satisfaction of the court that 
the additional evidence is material and that there were reason- 
able grounds for failure to adduce the evidence in the hearing 
before the director, the court may order the additional evi- 
dence to be taken before the director and to be adduced upon 
the hearing in such manner and upon such conditions as the 
court may consider proper. The director may modify his or 
her findings by reason of the additional evidence so taken; 
and the director shall file any modified or new findings, 
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which if supported by substantial evidence shall be conclu- 
sive, and any recommendation for the modification or setting 
aside of the original order. The commencement of proceed- 
ings under this section does not, unless specifically ordered 
by the court, operate as a stay of the director's order. [1979 
ex.s. c 68 § 32; 1959 c 282 § 44.] 


ADMINISTRATION OF CHAPTER 


21.20.450 Administration of chapter—Rules and 
forms, publication—Cooperation with other state and 
federal authorities. (1) The administration of the provisions 
of this chapter shall be under the department of financial 
institutions. The director may from time to time make, 
amend, and repeal such rules, forms, and orders as are neces- 
sary to carry out the provisions of this chapter, including 
tules defining any term, whether or not such term is used in 
the Washington securities law. The director may classify 
securities, persons, and matters within the director's jurisdic- 
tion, and prescribe different requirements for different 
classes. No rule, form, or order may be made unless the direc- 
tor finds that the action is necessary or appropriate in the pub- 
lic interest or for the protection of investors and consistent 
with the purposes fairly intended by the policy and provisions 
of this chapter. In prescribing rules and forms the director 
may cooperate with the securities administrators of the other 
states and the securities and exchange commission with a 
view to effectuating the policy of this statute to achieve max- 
imum uniformity in the form and content of registration state- 
ments, applications, and reports wherever practicable. All 
tules and forms of the director shall be published. 

(2) To encourage uniform interpretation and administra- 
tion of this chapter and effective securities regulation and 
enforcement, the director may cooperate with the securities 
agencies or administrators of one or more states, Canadian 
provinces or territories, or another country, the securities and 
exchange commission, the commodity futures trading com- 
mission, the securities investor protection corporation, any 
self-regulatory organization, any national or international 
organization of securities officials or agencies, and any gov- 
ernmental law enforcement or regulatory agency. 

(3) The cooperation authorized by subsection (2) of this 
section includes: 

(a) Establishing a central depository for licensing or reg- 
istration under this chapter and for documents or records 
required or allowed to be maintained under this chapter; 

(b) Making a joint license or registration examination or 
investigation; 

(c) Holding a joint administrative hearing; 

(d) Filing and prosecuting a joint civil or administrative 
hearing; 

(e) Sharing and exchanging personnel; 

(f) Sharing and exchanging information and documents; 
and 

(g) Formulating under chapter 34.05 RCW, rules or pro- 
posed rules on matters such as statements of policy, guide- 
lines, and interpretative opinions and releases. [1994 c 256 § 
24; 1993 c 472 § 15; 1979 ex.s. c 68 § 33; 1979 c 158 § 86; 
1975 Ist ex.s. c 84 § 25; 1959 c 282 § 45.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


Additional notes found at www.leg.wa.gov 
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21.20.460 Administrator of securities—Appoint- 
ment, qualifications, term, etc. The director shall appoint a 
competent person to administer this chapter who shall be des- 
ignated administrator of securities. The director shall dele- 
gate to the administrator such powers, subject to the authority 
of the director, as may be necessary to carry out the provi- 
sions of this chapter. The administrator shall hold office at 
the pleasure of the director. [1959 c 282 § 46.] 


21.20.470 Compensation, travel expenses of adminis- 
trator and employees. The administrator, and any person 
employed by the administrator, shall be paid, in addition to 
regular compensation, travel expenses incurred by each of 
them in the performance of their duties under this chapter in 
accordance with RCW 43.03.050 and 43.03.060 as now 
existing or hereafter amended. [1979 ex.s. c 68 § 34; 1975- 
'76 2nd ex.s. c 34 § 64; 1959 c 282 § 47.] 


Additional notes found at www.leg.wa.gov 


21.20.480 Unlawful use or disclosure of filed infor- 
mation. It is unlawful for the director or any of the director's 
officers or employees to use for personal benefit any informa- 
tion which is filed with or obtained by the director and which 
is not made public. The director or any of the director's offi- 
cers or employees shall not disclose any such information or 
the fact that any investigation is being made except among 
themselves or when necessary or appropriate in a proceeding 
or investigation under this chapter. No provision of this chap- 
ter either creates or derogates from any privilege which exists 
at common law or otherwise when documentary or other evi- 
dence is sought under a subpoena directed to the director or 
any of the director's officers or employees. [1979 ex.s. c 68 § 
35; 1959 c 282 § 48.] 


21.20.490 No liability under chapter for act in good 
faith. No provision of this chapter imposing any liability 
applies to any act done or omitted in good faith in conformity 
with any rule, form, or order of the director, notwithstanding 
that the rule or form may later be amended or rescinded or be 
determined by judicial or other authority to be invalid for any 
reason. [1959 c 282 § 49.] 


21.20.500 Administrative hearings public—Excep- 
tion. Every hearing in an administrative proceeding shall be 
public unless the director in his or her discretion grants a 
request joined in by all the respondents that the hearing be 
conducted privately. [1979 ex.s. c 68 § 36; 1959 c 282 § 50.] 


21.20.510 Document filed when received—Regis- 
ter—Inspection of register, information, etc. A document 
is filed with the director when it is received by the director or 
by a person as the director designates by rule or order. The 
director or the director's designee shall keep a register of all 
applications for registration and registration statements 
which are or have ever been effective under this chapter and 
all denial, suspension, or revocation orders which have ever 
been entered under this chapter. The register shall be open for 
public inspection. The information contained in or filed with 
any registration statement, application, or report may be 
made available to the public under such rules as the director 
prescribes. [1994 c 256 § 25; 1959 c 282 § 51.] 
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Findings—Construction—1994 c 256: See RCW 43.320.007. 


21.20.520 Copies of entries, documents to be fur- 
nished—Copies as prima facie evidence. Upon request and 
at such reasonable charges as the director prescribes, the 
director shall furnish to any person photostatic or other cop- 
ies (certified under his or her seal of office if requested) of 
any entry in the register or any document which is a matter of 
public record. In any proceeding or prosecution under this 
chapter, any copy so certified is prima facie evidence of the 
contents of the entry or document certified. [2011 c 336 § 
596; 1979 ex.s. c 68 § 37; 1959 c 282 § 52.] 


21.20.530 Interpretative opinions by director. The 
director in his or her discretion may honor requests from 
interested persons for interpretative opinions. [1979 ex.s. c 
68 § 38; 1959 c 282 § 53.] 


PROOF OF EXEMPTION 


21.20.540 Exemptions, exceptions, and preemp- 
tions—Burden of proof. In any proceeding under this chap- 
ter, the burden of proving an exemption, an exception from a 
definition, or a preemption of a provision of this chapter is 
upon the person claiming it. [1998 c 15 § 21; 1959 c 282 § 
54.] 


ADDITIONAL PROVISIONS 


21.20.700 Investigations and examinations—Addi- 
tional authority—Scope. (1) In addition to the authority 
conferred in RCW 21.20.370 the director at any time during 
a public offering whether registered or not, or one year there- 
after or at any time that any debt or equity securities which 
have been sold to the public pursuant to registration under 
this chapter are still an outstanding obligation of the issuer: 
(a) May investigate the issuer for the purpose of ascertaining 
whether there have been violations of this chapter, rules 
adopted under this chapter, or any conditions imposed by the 
director expressed in any permit for a public offering or oth- 
erwise; (b) may visit and examine the issuer for the purpose 
of assuring compliance with this chapter, rules adopted under 
this chapter, or any conditions imposed by the director 
whether expressed in the permit for the public offering or oth- 
erwise; (c) may require or permit any person to file a state- 
ment in writing, under oath or otherwise as the director may 
determine, as to all the facts and circumstances concerning 
the matter to be investigated; and (d) may publish informa- 
tion concerning any violation of this chapter, or any rule, 
order, or condition adopted or imposed under this chapter. 

(2) The examination or investigation, whether conducted 
within or without this state, shall include the right to reason- 
ably examine the issuer's books, accounts, records, files, 
papers, feasibility reports, other pertinent information and 
obtain written permission from the issuer to consult with the 
independent accountant who audited the financial statements 
of the issuer. The reasonable costs of the examination shall be 
paid by the issuer to the director. The issuer shall not be liable 
for the costs of second or subsequent examinations during a 
calendar year. [1988 c 244 § 1; 1973 Ist ex.s. c 171 § 5.] 


Investigations: RCW 21.20.370. 
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21.20.702 Suitability of recommendation—Reason- 
able grounds required. (1) In recommending to a customer 
the purchase, sale, or exchange of a security, a broker-dealer, 
salesperson, investment adviser, or investment adviser repre- 
sentative must have reasonable grounds for believing that the 
recommendation is suitable for the customer upon the basis 
of the facts, if any, disclosed by the customer as to his or her 
other security holdings and as to his or her financial situation 
and needs. 

(2) Before the execution of a transaction recommended 
to a noninstitutional customer, other than transactions with 
customers where investments are limited to money market 
mutual funds, a broker-dealer, salesperson, investment 
adviser, or investment adviser representative shall make rea- 
sonable efforts to obtain information concerning: 

(a) The customer's financial status; 

(b) The customer's tax status; 

(c) The customer's investment objectives; and 

(d) Such other information used or considered to be rea- 
sonable by the broker-dealer, salesperson, investment 
adviser, or investment adviser representative in making rec- 
ommendations to the customer. [1994 c 256 § 26; 1993 c 470 
§ 2.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 


21.20.810 Application of chapter not limited. Noth- 
ing in RCW 21.20.700, 21.20.702, or 21.20.855 limits the 
application of other provisions of this chapter. [2020 c 151 § 
1; 1988 c 244 § 7.] 


Additional notes found at www.leg.wa.gov 


21.20.855 Examination reports and information— 
Exempt from public disclosure—Use in civil actions. (1) 
Examination reports and information obtained by the director 
or the director's representatives in conducting examinations 
pursuant to RCW 21.20.700 shall not be subject to public dis- 
closure under chapter 42.56 RCW. 

(2) In any civil action in which the reports are sought to 
be discovered or used as evidence, any party may, upon 
notice to the director, petition the court for an in camera 
review of the report. The court may permit discovery and 
introduction of only those portions of the report which are 
relevant and otherwise unobtainable by the requesting party. 
This subsection shall not apply to an action brought or 
defended by the director. [2005 c 274 § 238; 1988 c 244 § 
16.] 


Additional notes found at www.leg.wa.gov 


21.20.860 Construction—Chapter applicable to state 
registered domestic partnerships—2009 c 521. For the 
purposes of this chapter, the terms spouse, marriage, marital, 
husband, wife, widow, widower, next of kin, and family shall 
be interpreted as applying equally to state registered domestic 
partnerships or individuals in state registered domestic part- 
nerships as well as to marital relationships and married per- 
sons, and references to dissolution of marriage shall apply 
equally to state registered domestic partnerships that have 
been terminated, dissolved, or invalidated, to the extent that 
such interpretation does not conflict with federal law. Where 
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necessary to implement chapter 521, Laws of 2009, gender- 
specific terms such as husband and wife used in any statute, 
tule, or other law shall be construed to be gender neutral, and 
applicable to individuals in state registered domestic partner- 
ships. [2009 c 521 § 61.] 


SMALL SECURITIES OFFERINGS 


21.20.880 Small securities offerings—Exemptions— 
Annual reports—Disqualification provisions—Rules. (1) 
Any offer or sale of a security is exempt from RCW 
21.20.040 through 21.20.300 and 21.20.327, except as 
expressly provided, if: 

(a) The issuer first files the offering with the director and 
the director declares the offering exempt; 

(b) The offering is conducted in accordance with an 
applicable exemption from registration under the securities 
act of 1933; 

(c) The issuer is an entity doing business in the state of 
Washington; 

(d) The issuer files with the director an escrow agree- 
ment providing that all offering proceeds will be released to 
the issuer only when the aggregate capital raised from all 
investors equals or exceeds the minimum target offering, as 
determined by the director; 

(e) The aggregate purchase price of all securities sold by 
an issuer pursuant to the exemption provided by this section 
does not exceed one million dollars during any twelve-month 
period; 

(f) The aggregate amount sold to any investor, other than 
an "accredited investor" as that term is defined under the 
securities act of 1933, by one or more issuers during the 
twelve-month period preceding the date of the sale does not 
exceed: 

(i) The greater of two thousand dollars or five percent of 
the annual income or net worth of the investor, as applicable, 
if either the annual income or the net worth of the investor is 
less than one hundred thousand dollars; or 

(ii) Ten percent of the annual income or net worth of the 
investor, as applicable, up to one hundred thousand dollars, if 
either the annual income or net worth of the investor is one 
hundred thousand dollars or more; 

(g) The investor acknowledges by manual or electronic 
signature the following statement conspicuously presented at 
the time of sale on a page separate from other information 
relating to the offering: "I acknowledge that I am investing in 
a high-risk, speculative business venture, that I may lose all 
of my investment, and that I can afford the loss of my invest- 
ment"; 

(h) The issuer reasonably believes that all purchasers are 
purchasing for investment and not for sale in connection with 
a distribution of the security; and 

(i) The issuer and investor provide any other information 
reasonably requested by the director. 

(2) Attempted compliance with the exemption provided 
by this section does not act as an exclusive election. The 
issuer may claim any other applicable exemption. 

(3) For as long as securities issued under the exemption 
provided by this section are outstanding, the issuer shall pro- 
vide an annual report to the issuer's shareholders and the 
director no later than one hundred twenty days after the end 
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of the fiscal year covered by the report. An issuer may pro- 
vide the report to its shareholders by posting a copy of the 
report on the issuer's web site. The report must contain the 
following information: 

(a) Executive officer and director compensation, includ- 
ing specifically the cash compensation earned by the execu- 
tive officers and directors since the previous report and on an 
annual basis, and any bonuses or other compensation, includ- 
ing stock options or other rights to receive equity securities of 
the issuer or any affiliate of the issuer, received by them; and 

(b) A brief analysis by management of the issuer of the 
business operations and financial condition of the issuer. 

(4) Securities issued under the exemption provided by 
this section may not be transferred by the purchaser during a 
one-year period beginning on the date of purchase, unless the 
securities are transferred: 

(a) To the issuer of the securities; 

(b) To an accredited investor; 

(c) As part of a registered offering; or 

(d) To a member of the family of the purchaser or the 
equivalent, or in connection with the death or divorce or other 
similar circumstances, in the discretion of the director. 

(5) The director shall adopt disqualification provisions 
under which this exemption shall not be available to any per- 
son or its predecessors, affiliates, officers, directors, under- 
writers, or other related persons. The provisions shall be sub- 
stantially similar to the disqualification provisions adopted 
by the securities and exchange commission pursuant to the 
requirements of section 401(b)(2) of the Jobs act of 2012 or, 
if none, as adopted in Rule 506 of Regulation D. Notwith- 
standing the foregoing, this exemption shall become avail- 
able on June 12, 2014. 

(6) Any type of equity or convertible debt security may 
be offered under the exemption provided under this section. 

(7) Subject to RCW 21.20.450, the director may adopt, 
amend, or repeal rules to implement this section, including 
the establishment of filing and transaction fees sufficient to 
cover the costs of administering this section. [2017 c 113 § 1; 
2014 c 144 § 3.] 

Short title—2014 c 144: "This act may be known and cited as the 
Washington jobs act of 2014." [2014 c 144 § 1.] 


Findings—Intent—2014 c 144: "The legislature finds that start-up 
companies play a critical role in creating new jobs and revenues. Crowd- 
funding, or raising money through small contributions from a large number 
of investors, allows smaller enterprises to access the capital they need to get 
new businesses off the ground. The legislature further finds that the costs of 
state securities registration often outweigh the benefits to Washington start- 
ups seeking to make small securities offerings and that the use of crowdfund- 
ing for business financing in Washington is significantly restricted by state 
securities laws. Helping new businesses access equity crowdfunding within 
certain boundaries will democratize venture capital and facilitate investment 
by Washington residents in Washington start-ups while protecting consum- 
ers and investors. For these reasons, the legislature intends to provide Wash- 
ington businesses and investors the opportunity to benefit from equity 
crowdfunding." [2014 c 144 § 2.] 


STATUTORY POLICY 


21.20.900 Construction to secure uniformity. This 
chapter shall be so construed as to effectuate its general pur- 
pose to make uniform the law of those states which enact it 
and to coordinate the interpretation and administration of this 
chapter with the related federal regulation. [1959 c 282 § 61.] 
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REPEAL AND SAVING PROVISIONS 


21.20.910 Saving—Civil, criminal proceedings. Prior 
law exclusively governs all suits, actions, prosecutions, or 
proceedings which are pending or may be initiated on the 
basis of facts or circumstances occurring before the effective 
date of this chapter, except that no civil suit or action may be 
maintained to enforce any liability under prior law unless 
brought within any period of limitation which applied when 
the cause of action accrued and in any event within two years 
after the *effective date of this chapter. [1959 c 282 § 63.] 


*Reviser's note: The "effective date of this chapter" is midnight June 
10, 1959, see preface 1959 session laws. 


21.20.915 Saving—Prior effective registrations. All 
effective registrations under prior law and all conditions 
imposed upon such registrations remain in effect so long as 
they would have remained in effect if they had become effec- 
tive under this chapter. They are considered to have been 
filed, entered, or imposed under this chapter. All dealers who 
are duly registered as brokers and all salespersons and issu- 
ers' agents who are duly registered as agents under said secu- 
rities act, mining act or oil and mining leases act, on the 
*effective date of this chapter shall be deemed to be duly reg- 
istered under and subject to the provisions of this chapter, 
such registration to expire on the 30th day of June of the year 
in which this chapter becomes effective and to be subject to 
renewal as provided in this chapter. [1979 ex.s. c 68 § 44; 
1959 c 282 § 64.] 


*Reviser's note: The "effective date of this chapter" is midnight June 
10, 1959, see preface 1959 session laws. 


21.20.920 Application of prior law. Prior law applies 
in respect to any offer or sale made within one year after the 
*effective date of this chapter pursuant to an offering begun 
in good faith before its effective date on the basis of an 
exemption available under prior law. [1959 c 282 § 65.] 


*Reviser's note: The "effective date of this chapter" is midnight June 
10, 1959, see preface 1959 session laws. 


21.20.925 Judicial review of prior administrative 
orders. Judicial review of all administrative orders as to 
which review proceedings have not been instituted by the 
*effective date of this chapter are governed by RCW 
21.20.440 except that no review proceeding may be instituted 
unless the petition is filed within any period of limitation 
which applied to a review proceeding when the order was 
entered and in any event within sixty days after the *effective 
date of this chapter. [1959 c 282 § 66.] 


*Reviser's note: The "effective date of this chapter" is midnight June 
10, 1959, see preface 1959 session laws. 


21.20.930 Solicitation permits under insurance laws 
not limited. Nothing in this chapter shall in any way limit 
the provisions of RCW 48.06.030. [1959 c 282 § 67.] 


21.20.935 Repealer. The following acts and parts of 
acts are hereby repealed: 

(1) Chapter 69, Laws of 1923; chapter 97, Laws of 1935; 
chapter 182, Laws of 1937; chapter 124, Laws of 1939; chap- 
ter 169, Laws of 1943; chapter 231, Laws of 1943; chapter 
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189, Laws of 1947; chapter 150, Laws of 1949; chapter 230, 
Laws of 1951; and RCW 21.04.010 through 21.04.220; and 
(2) Chapter 178, Laws of 1937; chapter 64, Laws of 
1951; and RCW 21.08.010 through 21.08.120; and 
(3) Chapter 110, Laws of 1939 and RCW 21.12.010 
through 21.12.080. [1959 c 282 § 68.] 


SHORT TITLE 


21.20.940 Short title. This chapter shall be known as 
"The Securities Act of Washington." [1959 c 282 § 69.] 


Chapter 21.30 RCW 
COMMODITY TRANSACTIONS 


Sections 

21.30.005 Intent. 

21.30.010 Definitions. 

21.30.020 Transactions involving commodity contract or option—Prohi- 
bition—Exceptions. 

21.30.030 Transactions conducted by certain persons exempt from prohi- 
bition under RCW 21.30.020. 

21.30.040 Transactions and contracts exempt from prohibition under 
RCW 21.30.020—Rules. 

21.30.050 | Commodity merchants—Place for trading commodity contract 
or option—Requirements. 

21.30.060 Prohibited practices. 

21.30.070 Responsibility for acts or omissions—Liability—Burden of 
proof. 

21.30.080 Offers to sell or buy in this state—Application of RCW 
21.30.020, 21.30.050, and 21.30.060. 

21.30.090 When publications or electronic communications not deemed 
offers to sell or buy in this state. 

21.30.100 Investigations—Statements—Publication of information. 

21.30.107 Subpoena authority—Application—Contents—Notice—Fees. 

21.30.110 Investigations—Evidence—Subpoenas—Court orders of 
compliance. 

21.30.120 Violations—Director's authority—Court actions—Penalties. 

21.30.130  Violations—Court-ordered remedies—Penalties—Bond by 
director not required. 

21.30.140 Willful violations—Penalty—Limitation on actions. 
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21.30.160 Unlawful use or disclosure of information. 

21.30.170 Information—Availability to public—Exceptions. 

21.30.180 | Cooperation with other agencies or organizations. 

21.30.190 Consent for service of process—Service, how made. 
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Hearing—Final order. 

21.30.210 Application of chapter 34.05 RCW, the administrative proce- 
dure act. 

21.30.220 Pleading exemptions or exceptions—Burden of proof. 

21.30.230 Application for licensing. 

21.30.240 Fees. 

21.30.250 Examinations—Waiver. 

21.30.260 Expiration of licenses—Authority under commodity sales rep- 
resentative license—Notification of changes. 

21.30.270 Multiple licenses, when permitted. 

21.30.280 Classification of licenses—Limitations and conditions of 
licenses. 

21.30.290 Annual report and fee. 

21.30.300 Minimum net capital and fidelity bond requirements. 

21.30.310 Financial and other reports. 

21.30.320 Records. 

21.30.330 Correcting amendments of information in application or finan- 
cial and other reports—Exception. 

21.30.340 Examination of records—Copies—Fees. 

21.30.350 Denial, suspension, revocation, or limitation of license— 
Grounds. 

21.30.360  Violations—Prosecuting attorney may bring criminal proceed- 
ings. 

21.30.370 Penalties in chapter nonexclusive. 

21.30.380 | Administration of chapter under director of financial institu- 
tions. 

21.30.390 | Administrator—Appointment—Delegation of duties—Term. 

21.30.400 Director's powers and duties—Rules, forms, and orders— 
Fees. 

21.30.800 Securities laws not affected. 

21.30.810 | Construction and purpose. 
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21.30.901 Effective date—1986 c 14. 


Reviser's note: Powers, duties, and functions of the department of 
licensing relating to chapter 21.30 RCW were transferred to the department 
of financial institutions by 1993 c 472, effective October 1, 1993. See RCW 
43.320.011. 


Agricultural commodities: Chapter 22.09 RCW. 


21.30.005 Intent. The legislature intends that this chap- 
ter, and any rules, regulations, or orders promulgated pursu- 
ant hereto, apply to transactions in commodities which con- 
stitute commodity contracts or commodity options as defined 
in this chapter, unless the context clearly requires otherwise. 
[1987 c 243 § 1.] 


21.30.010 Definitions. Unless the context clearly 
requires otherwise, the definitions in this section apply 
throughout this chapter. 

(1) "Administrator" means the person designated by the 
director in accordance with the provisions of RCW 
21.30.390. 

(2) "Board of trade" means any person or group of per- 
sons engaged in buying or selling any commodity or receiv- 
ing any commodity for sale on consignment, whether such 
person or group of persons is characterized as a board of 
trade, exchange, or other form of marketplace. 

(3) "Director" means the director of financial institu- 
tions. 

(4) "Commodity broker-dealer" means, for the purposes 
of registration in accordance with this chapter, any person 
engaged in the business of making offers, sales, or purchases 
of commodities under commodity contracts or under com- 
modity options. 

(5) "Commodity sales representative" means, for the 
purposes of registration in accordance with this chapter, any 
person authorized to act and acting for a commodity broker- 
dealer in effecting or attempting to effect a transaction in a 
commodity contract or commodity option. 

(6) "Commodity exchange act" means the act of con- 
gress known as the commodity exchange act, as amended, 
codified at 7 U.S.C. Sec. 1 et seq. 

(7) "Commodity futures trading commission" means the 
independent regulatory agency established by congress to 
administer the commodity exchange act. 

(8) "CFTC rule" means any rule, regulation, or order of 
the commodity futures trading commission in effect on Octo- 
ber 1, 1986, and all subsequent amendments, additions, or 
other revisions thereto, unless the administrator, within ten 
days following the effective date of any such amendment, 
addition, or revision, disallows the application thereof by rule 
or order. 

(9) "Commodity" means, except as otherwise specified 
by the director by rule or order, any agricultural, grain, or 
livestock product or by-product, any metal or mineral 
(including a precious metal set forth in subsection (17) of this 
section), any gem or gemstone (whether characterized as pre- 
cious, semiprecious, or otherwise), any fuel (whether liquid, 
gaseous, or otherwise), any foreign currency, and all other 
goods, articles, products, or items of any kind. However, the 
term commodity does not include (a) a numismatic coin 
whose fair market value is at least fifteen percent higher than 
the value of the metal it contains, (b) real property or any tim- 
ber, agricultural, or livestock product grown or raised on real 
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property and offered or sold by the owner or lessee of such 
real property, or (c) any work of art offered or sold by art 
dealers, at public auction, or offered or sold through a private 
sale by the owner thereof. 

(10) "Commodity contract" means any account, agree- 
ment, or contract for the purchase or sale, primarily for spec- 
ulation or investment purposes and not for use or consump- 
tion by the offeree or purchaser, of one or more commodities, 
whether for immediate or subsequent delivery or whether 
delivery is intended by the parties, and whether characterized 
as a cash contract, deferred shipment or deferred delivery 
contract, forward contract, futures contract, installment or 
margin contract, leverage contract, or otherwise. Any com- 
modity contract offered or sold shall, in the absence of evi- 
dence to the contrary, be presumed to be offered or sold for 
speculation or investment purposes. A commodity contract 
shall not include any contract or agreement which requires, 
and under which the purchaser receives, within twenty-eight 
calendar days from the payment in good funds of any portion 
of the purchase price, physical delivery of the total amount of 
each commodity to be purchased under the contract or agree- 
ment. 

(11) "Commodity option" means any account, agree- 
ment, or contract giving a party thereto the right to purchase 
or sell one or more commodities and/or one or more com- 
modity contracts, whether characterized as an option, privi- 
lege, indemnity, bid, offer, put, call, advance guaranty, 
decline guaranty or otherwise, but does not include a com- 
modity option traded on a national securities exchange regis- 
tered with the United States securities and exchange commis- 
sion. 

(12) "Commodity merchant" means any of the follow- 
ing, as defined or described in the commodity exchange act 
or by CFTC rule: 

(a) Futures commission merchant; 

(b) Commodity pool operator; 

(c) Commodity trading advisor; 

(d) Introducing broker; 

(e) Leverage transaction merchant; 

(f) An associated person of any of the foregoing; 

(g) Floor broker; and 

(h) Any other person (other than a futures association) 
required to register with the commodity futures trading com- 
mission. 

(13) "Financial institution" means a bank, savings insti- 
tution, or trust company organized under, or supervised pur- 
suant to, the laws of the United States or of any state. 

(14) "Offer" or "offer to sell" includes every offer, every 
attempt to offer to dispose of, or solicitation of an offer to 
buy, to purchase, or to acquire, for value. 

(15) "Sale" or "sell" includes every sale, contract of sale, 
contract to sell, or disposition, for value. 

(16) "Person" means an individual, a corporation, a part- 
nership, an association, a joint-stock company, a trust where 
the interests of the beneficiaries are evidenced by a security, 
an unincorporated organization, a government, or a political 
subdivision of a government, but does not include a contract 
market designated by the commodity futures trading commis- 
sion or any clearinghouse thereof or a national securities 
exchange registered with the United States securities and 
exchange commission (or any employee, officer, or director 


[Title 21 RCW—page 26] 


Title 21 RCW: Securities and Investments 


of such contract market, clearinghouse, or exchange acting 
solely in that capacity). 

(17) "Precious metal" means: 

(a) Silver, in either coin, bullion, or other form; 

(b) Gold, in either coin, bullion, or other form; 

(c) Platinum, in either coin, bullion, or other form; and 

(d) Such other items as the director may specify by rule 
or order. [1997 c 101 § 2; 1994 c 92 § 5; 1987 c 243 § 2; 1986 
c14§1] 


21.30.020 Transactions involving commodity con- 
tract or option—Prohibition—Exceptions. Except as oth- 
erwise provided in RCW 21.30.030 and 21.30.040, no person 
may sell or purchase or offer to sell or purchase any commod- 
ity under any commodity contract or under any commodity 
option or offer to enter into or enter into as seller or purchaser 
any commodity contract or any commodity option. [1986 c 
14 § 2.] 


21.30.030 Transactions conducted by certain persons 
exempt from prohibition under RCW 21.30.020. The pro- 
hibition in RCW 21.30.020 does not apply to any transaction 
offered by and in which any of the following persons (or any 
employee, officer, or director thereof acting solely in that 
capacity) is the purchaser or seller: 

(1) A person registered with the commodity futures trad- 
ing commission as a futures commission merchant or as a 
leverage transaction merchant but only as to those activities 
that require such registration; 

(2) A person affiliated with, and whose obligations and 
liabilities are guaranteed by, a person referred to in subsec- 
tion (1) or (5) of this section; 

(3) A person who is a member of a contract market des- 
ignated by the commodity futures trading commission (or 
any clearinghouse thereof); 

(4) A financial institution; 

(5) A person registered under chapter 21.20 RCW as a 
securities broker-dealer holding a general securities license 
whose activities require such registration; 

(6) A person registered as a commodity broker-dealer or 
commodity sales representative in accordance with this chap- 
ter; or 

(7) Any person who meets all of the following condi- 
tions: 

(a) Prior to engaging in any transaction which would oth- 
erwise be prohibited under RCW 21.30.020, the person: 

(i) Files a claim of exemption on a form prescribed by 
the director; and 

(ii) Files a consent to service of process pursuant to 
RCW 21.30.190; 

(b) The person files a renewal of a claim for exemption 
not less than every two years on a form prescribed by the 
director; 

(c) The person engages only in those commodity transac- 
tions in which the purchaser pays, and the seller receives, one 
hundred percent of the purchase price in cash or cash equiva- 
lent within ten days of the contract of sale; 

(d) The person receives no more than twenty-five per- 
cent of the total dollar amount of its gross sales of commodi- 
ties in any fiscal year from commodity contracts or commod- 
ity options; 
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(e) The person's gross profit on all transactions in com- 
modity contracts or commodity options does not exceed five 
hundred thousand dollars in the fiscal year immediately pre- 
ceding any year for which the person claims the exemption 
contained in this subsection, or one million dollars in the two 
fiscal years immediately preceding any year for which the 
person claims the exemption; 

(f) The person maintains standard property and casualty 
insurance in an amount sufficient to cover the value of com- 
modities stored for customers. 

"Registered," for the purposes of this section, means 
holding a registration that has not expired, been suspended, 
or been revoked. The exemptions under this section shall not 
apply to any transaction or activity which is prohibited by the 
commodity exchange act or CFTC rule. [1987 c 243 § 3; 
1986 c 14 § 3.] 


21.30.040 Transactions and contracts exempt from 
prohibition under RCW 21.30.020—Rules. (1) The prohi- 
bition in RCW 21.30.020 does not apply to the following: 

(a) An account, agreement, or transaction within the 
exclusive jurisdiction of the commodity futures trading com- 
mission as granted under the commodity exchange act; 

(b) A commodity contract for the purchase of one or 
more precious metals in which, within seven calendar days 
from the payment in good funds of any portion of the pur- 
chase price, the quantity of precious metals purchased by the 
payment is delivered (whether in specifically segregated or 
fungible bulk form) into the possession of a depository (other 
than the seller) which is either (i) a financial institution, (ii) a 
depository the warehouse receipts of which are recognized 
for delivery purposes for any commodity on a contract mar- 
ket designated by the commodity futures trading commis- 
sion, (iii) a storage facility licensed or regulated by the 
United States or any agency thereof, or (iv) a depository des- 
ignated by the director, and the depository (or other person 
which itself qualifies as a depository as aforesaid) issues and 
the purchaser receives, a certificate, document of title, confir- 
mation, or other instrument evidencing that the quantity of 
precious metals has been delivered to the depository and is 
being and will continue to be held by the depository on the 
purchaser's behalf, free and clear of all liens and encum- 
brances, other than liens of the purchaser, tax liens, liens 
agreed to by the purchaser, or liens of the depository for fees 
and expenses, which have previously been disclosed to the 
purchaser; 

(c) A commodity contract solely between persons 
engaged in producing, processing, using commercially, or 
handling as merchants each commodity subject thereto, or 
any by-products thereof; or 

(d) A commodity contract under which the offeree or the 
purchaser is a person referred to in RCW 21.30.030, a person 
registered with the federal securities and exchange commis- 
sion as a broker-dealer, an insurance company, an investment 
company as defined in the federal investment company act of 
1940, or an employee pension and profit sharing or benefit 
plan (other than a self-employed individual retirement plan, 
or individual retirement account). 

(2) The director may issue rules or orders prescribing the 
terms and conditions of all transactions and contracts covered 
by this chapter which are not within the exclusive jurisdiction 
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of the commodity futures trading commission as granted by 
the commodity exchange act, exempting any person or trans- 
action from any provision of this chapter conditionally or 
unconditionally and otherwise implementing this chapter for 
the protection of purchasers and sellers of commodities. 
[1987 c 243 § 4; 1986 c 14 § 4.] 


21.30.050 Commodity merchants—Place for trading 
commodity contract or option—Requirements. (1) No 
person may engage in a trade or business or otherwise act as 
a commodity merchant unless the person (a) is registered or 
temporarily licensed with the commodity futures trading 
commission for each activity constituting the person as a 
commodity merchant and the registration or temporary 
license has not expired, been suspended, or been revoked; or 
(b) is exempt from such registration by virtue of the commod- 
ity exchange act or a CFTC tule. 

(2) No board of trade may trade, or provide a place for 
the trading of, any commodity contract or commodity option 
required to be traded on or subject to the rules of a contract 
market designated by the commodity futures trading commis- 
sion unless the board of trade has been so designated for the 
commodity contract or commodity option and the designa- 
tion has not been vacated, suspended, or revoked. [1986 c 14 


§ 5.] 


21.30.060 Prohibited practices. No person may 
directly or indirectly, in or in connection with the purchase or 
sale of, the offer to sell, the offer to enter into, or the entry 
into of, any commodity contract or commodity option subject 
to RCW 21.30.020, 21.30.030, 21.30.040(1)(b), or 
21.30.040(1)(d): 

(1) Cheat or defraud, or attempt to cheat or defraud, any 
other person or employ any device, scheme, or artifice to 
defraud any other person; 

(2) Make any false report, enter any false record, or make 
any untrue statement of a material fact or omit to state a mate- 
rial fact necessary in order to make the statements made, in 
the light of the circumstances under which they were made, 
not misleading; 

(3) Engage in any transaction, act, practice, or course of 
business, including, without limitation, any form of advertis- 
ing or solicitation, that operates or would operate as a fraud or 
deceit upon any person; or 

(4) Misappropriate or convert the funds, security, or 
property of any other person. [1986 c 14 § 6.] 


21.30.070 Responsibility for acts or omissions—Lia- 
bility—Burden of proof. (1) The act, omission, or failure of 
any official, agent, or other person acting for any individual, 
association, partnership, corporation, or trust within the 
scope of the person's employment or office shall be deemed 
the act, omission, or failure of such individual, association, 
partnership, corporation, or trust, as well as of such official, 
agent, or other person. 

(2) Every person who directly or indirectly controls 
another person liable under any provision of this chapter, 
every partner, officer, or director of such other person, every 
person occupying a similar status or performing similar func- 
tions, every employee of such other person who materially 
aids in the violation is also liable jointly and severally with 
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and to the same extent as such other person, unless the person 
who is also liable by virtue of this provision sustains the bur- 
den of proof that he or she did not know, and in exercise of 
reasonable care could not have known, of the existence of the 
facts by reason of which the liability is alleged to exist. [1986 
c14§7.] 


21.30.080 Offers to sell or buy in this state—Applica- 
tion of RCW 21.30.020, 21.30.050, and 21.30.060. (1) 
RCW 21.30.020, 21.30.050, and 21.30.060 apply to persons 
who sell or offer to sell when an offer to sell is made in this 
state or an offer to buy is made and accepted in this state. 

(2) RCW 21.30.020, 21.30.050, and 21.30.060 apply to 
persons who buy or offer to buy when an offer to buy is made 
in this state or an offer to sell is made and accepted in this 
state. 

(3) For the purpose of this section, an offer to sell or to 
buy is made in this state, whether or not either party is then 
present in this state, when the offer originates from this state 
or is directed by the offeror to this state and received at the 
place to which it is directed, or at any post office in this state 
in the case of a mailed offer. 

(4) For the purpose of this section, an offer to buy or to 
sell is accepted in this state when acceptance is communi- 
cated to the offeror in this state and has not previously been 
communicated to the offeror, orally or in writing, outside this 
state, or whether or not either party is then present in this 
state, when the offeree directs it to the offeror in this state rea- 
sonably believing the offeror to be in this state and it is 
received at the place to which it is directed, or at any post 
office in this state in the case of a mailed acceptance. [1986 
c14§8.] 


21.30.090 When publications or electronic communi- 
cations not deemed offers to sell or buy in this state. (1) 
For the purpose of RCW 21.30.080, an offer to sell or to buy 
is not made in this state when the publisher circulates or there 
is circulated on his or her behalf in this state in any bona fide 
newspaper or other publication of general, regular, and paid 
circulation, which is not published in this state, an offer to 
sell or to buy that is reasonably calculated to solicit only per- 
sons outside this state and not to solicit persons in this state. 

(2) For the purpose of RCW 21.30.080, an offer to sell or 
to buy is not made in this state when a radio or television pro- 
gram or other electronic communication originating outside 
this state is received in this state and the offer to sell or to buy 
is reasonably calculated to solicit only persons outside this 
state and not to solicit persons in this state. [2011 c 336 § 
597; 1986 c 14 § 9.] 


21.30.100 Investigations—Statements—Publication 
of information. The director in the director's discretion: 

(1) May make such public or private investigations, 
within or without the state, as the director finds necessary or 
appropriate to determine whether any person has violated, or 
is about to violate, any provision of this chapter or any rule or 
order of the director or to aid in enforcement of this chapter; 

(2) May require or permit any person to file a statement 
in writing, under oath or otherwise as the director may deter- 
mine; and 
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(3) May publish information concerning any violation of 
this chapter or any rule or order under this chapter. [1986 c 
14 § 10.] 


21.30.107 Subpoena authority—Application—Con- 
tents—Notice—Fees. (1) The director or authorized assis- 
tants may apply for and obtain a superior court order approv- 
ing and authorizing a subpoena in advance of its issuance. 
The application may be made in the county where the sub- 
poenaed person resides or is found, or the county where the 
subpoenaed documents, records, or evidence are located, or 
in Thurston county. The application must: 

(a) State that an order is sought under this section; 

(b) Adequately specify the documents, records, evi- 
dence, or testimony; and 

(c) Include a declaration made under oath that an inves- 
tigation is being conducted for a lawfully authorized purpose 
related to an investigation within the department's authority 
and that the subpoenaed documents, records, evidence, or tes- 
timony are reasonably related to an investigation within the 
department's authority. 

(2) When an application under this section is made to the 
satisfaction of the court, the court must issue an order approv- 
ing the subpoena. An order under this subsection constitutes 
authority of law for the agency to subpoena the documents, 
records, evidence, or testimony. 

(3) The director or authorized assistants may seek 
approval and a court may issue an order under this section 
without prior notice to any person, including the person to 
whom the subpoena is directed and the person who is the sub- 
ject of an investigation. An application for court approval is 
subject to the fee and process set forth in RCW 36.18.012(3). 
[2011 c 93 § 8] 

Finding—Intent—2011 c 93: See note following RCW 18.44.425. 


21.30.110 Investigations—Evidence—Subpoenas— 
Court orders of compliance. (1) For purposes of any inves- 
tigation or proceeding under this chapter, the director or any 
officer or employee designated by the director, may adminis- 
ter oaths and affirmations, subpoena witnesses, compel their 
attendance, take evidence, and require the production of any 
books, papers, correspondence, memoranda, agreements, or 
other documents or records which the director finds to be rel- 
evant or material to the inquiry. 

(2) If a person does not give testimony or produce the 
documents required by the director or a designated employee 
pursuant to a lawfully issued administrative subpoena, the 
director or designated employee may apply for a court order 
compelling compliance with the subpoena or the giving of 
the required testimony. The request for an order of compli- 
ance may be addressed to either: (a) The superior court of 
Thurston county or the superior court where service may be 
obtained on the person refusing to testify or produce, if the 
person is within this state; or (b) the appropriate court of the 
state having jurisdiction over the person refusing to testify or 
produce, if the person is outside the state. [1986 c 14 § 11.] 


21.30.120 Violations—Director's authority—Court 
actions—Penalties. (1) If the director believes, whether or 
not based upon an investigation conducted under RCW 
21.30.100 or 21.30.110, that a person has engaged or is about 
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to engage in an act or practice constituting a violation of this 
chapter or any rule or order hereunder, the director may: 

(a) Issue a cease and desist order; 

(b) Initiate any of the actions specified in subsection (2) 
of this section; 

(c) Issue an order imposing a civil penalty in an amount 
which may not exceed ten thousand dollars for any single 
violation or one hundred thousand dollars for multiple viola- 
tions in a single proceeding or a series of related proceedings; 
or 

(d) Take disciplinary action against a licensed person as 
specified in RCW 21.30.350. 

(2) The director may institute any of the following 
actions in the appropriate courts of the state, or in the appro- 
priate courts of another state, in addition to any legal or equi- 
table remedies otherwise available: 

(a) A declaratory judgment; 

(b) An action for a prohibitory or mandatory injunction 
to enjoin the violation and to ensure compliance with this 
chapter or any rule or order of the director; 

(c) An action for disgorgement; or 

(d) An action for appointment of a receiver or conserva- 
tor for the defendant or the defendant's assets. 

(3) In any action under subsection (2) of this section if 
the director prevails, the director shall be entitled to costs and 
to reasonable attorneys' fees to be fixed by the court. [1986 c 
14 § 12.] 


21.30.130 Violations—Court-ordered remedies— 
Penalties—Bond by director not required. (1)(a) Upon a 
proper showing by the director that a person has violated, or 
is about to violate, this chapter or any rule or order of the 
department, the superior court may grant appropriate legal or 
equitable remedies. 

(b) Upon showing of violation of this chapter or a rule or 
order of the director or administrator, the court, in addition to 
legal and equitable remedies otherwise available, including 
temporary restraining orders, permanent or temporary pro- 
hibitory or mandatory injunctions, and writs of prohibition or 
mandamus, may grant the following special remedies: 

(i) Imposition of a civil penalty in an amount which may 
not exceed ten thousand dollars for any single violation or 
one hundred thousand dollars for multiple violations in a sin- 
gle proceeding or a series of related proceedings; 

(ii) Disgorgement; 

(iii) Declaratory judgment; 

(iv) Restitution to investors wishing restitution; and 

(v) Appointment of a receiver or conservator for the 
defendant or the defendant's assets. 

(c) Appropriate remedies when the defendant is shown 
only about to violate this chapter or a rule or order of the 
department shall be limited to: 

(i) A temporary restraining order; 

(ii) A temporary or permanent injunction; or 

(iii) A writ of prohibition or mandamus. 

(2) The court shall not require the director to post a bond 
in any official action under this chapter. [1986 c 14 § 13.] 


21.30.140 Willful violations—Penalty—Limitation 
on actions. A person who willfully violates this chapter, or 
who willfully violates a rule or order under this chapter, is 
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guilty of a class B felony and shall upon conviction be fined 
not more than twenty thousand dollars or imprisoned not 
more than ten years, or both. However, no person may be 
imprisoned for the violation of a rule or order if the person 
proves that he or she had no knowledge of the rule or order. 
No indictment or information may be returned under this 
chapter more than five years after the alleged violation. 
[2003 c 53 § 164; 1986 c 14 § 14.] 


Intent—Effective date—2003 c 53: See notes following RCW 
2.48.180. 


21.30.150 No liability under chapter for act in good 
faith. No provision of this chapter imposing any liability 
applies to any act done or omitted in good faith in conformity 
with a rule, order, or form adopted by the director, notwith- 
standing that the rule, order, or form may later be amended, 
or rescinded, or be determined by judicial or other authority 
to be invalid for any reason. [1986 c 14 § 15.] 


21.30.160 Unlawful use or disclosure of information. 
Neither the director nor any employee of the director shall 
use any information which is filed with or obtained by the 
department which is not public information for personal gain 
or benefit, nor shall the director nor any employee of the 
director conduct any securities or commodity dealings what- 
soever based upon any such information, even though public, 
if there has not been a sufficient period of time for the securi- 
ties or commodity markets to assimilate the information. 
[1986 c 14 § 17.] 


21.30.170 Information—Availability to public— 
Exceptions. (1) All information collected, assembled, or 
maintained by the director under this chapter is public infor- 
mation and is available for the examination of the public as 
provided by chapter 42.56 RCW except the following: 

(a) Information obtained in private investigations pursu- 
ant to RCW 21.30.100 or 21.30.110; 

(b) Information exempt from public disclosure under 
chapter 42.56 RCW; and 

(c) Information obtained from federal or state agencies 
which may not be disclosed under federal or state law. 

(2) The director in the director's discretion may disclose 
any information made confidential under subsection (1)(a) of 
this section to persons identified in RCW 21.30.180. 

(3) No provision of this chapter either creates or dero- 
gates from any privilege which exists at common law, by 
statute, or otherwise when any documentary or other evi- 
dence is sought under subpoena directed to the director or any 
employee of the director. [2005 c 274 § 239; 1986 c 14 § 18.] 


21.30.180 Cooperation with other agencies or organi- 
zations. (1) To encourage uniform application and interpre- 
tation of this chapter and securities and commodities regula- 
tion and enforcement in general, the director and the employ- 
ees of the director may cooperate, including bearing the 
expense of the cooperation, with the securities agencies or 
administrators of another jurisdiction, Canadian provinces, or 
territories or such other agencies administering this chapter 
or similar statutes, the commodity futures trading commis- 
sion, the federal securities and exchange commission, any 
self-regulatory organization established under the commod- 
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ity exchange act or the securities exchange act of 1934, any 
national or international organization of commodities or 
securities officials or agencies, and any governmental law 
enforcement agency. 

(2) The cooperation authorized by subsection (1) of this 
section shall include, but need not be limited to, the follow- 
ing: 

(a) Making joint examinations or investigations; 

(b) Holding joint administrative hearings; 

(c) Filing and prosecuting joint litigation; 

(d) Sharing and exchanging information and documents; 

(e) Formulating and adopting mutual regulations, state- 
ments of policy, guidelines, proposed statutory changes and 
releases; and 

(f) Issuing and enforcing subpoenas at the request of the 
agency administering similar statutes in another jurisdiction, 
the securities agency of another jurisdiction, the commodity 
futures trading commission or the federal securities and 
exchange commission if the information sought would also 
be subject to lawful subpoena for conduct occurring in this 
state. [1986 c 14 § 19.] 


21.30.190 Consent for service of process—Service, 
how made. (1) Every applicant for registration under this 
chapter or person filing a claim of exemption under RCW 
21.30.030(7) shall file with the administrator in such form as 
the administrator by rule prescribes, an irrevocable consent 
appointing the administrator or successor in office to be his or 
her attorney to receive service of any lawful process in any 
noncriminal suit, action, or proceeding against the applicant 
or successor executor or administrator which arises under this 
chapter or any rule or order hereunder after the consent has 
been filed, with the same force and validity as if served per- 
sonally on the person filing the consent. Service may be made 
by leaving a copy of the process in the office of the adminis- 
trator, but it is not effective unless (a) the plaintiff, who may 
be the administrator in a suit, action, or proceeding instituted 
by the administrator, forthwith sends notice of the service and 
a copy of the process by registered mail to the defendant or 
respondent at the last address on file with the administrator, 
and (b) the plaintiff's affidavit of compliance with this sub- 
section is filed in the case on or before the return day of the 
process, if any, or within such further time as the court 
allows. 

(2) If a person, including a nonresident of this state, 
engages in conduct prohibited or made actionable by this 
chapter or any rule or order of the director, the engaging in 
the conduct shall constitute the appointment of the adminis- 
trator as the person's attorney to receive service of any lawful 
process in a noncriminal proceeding against the person, a 
successor, or personal representative, which arises out of that 
conduct and which is brought under this chapter or any rule 
or order of the director with the same force and validity as if 
served personally. [1987 c 243 § 5; 1986 c 14 § 20.] 


21.30.200 Administrative proceedings—Summary 
order—Notice—Hearing—Final order. (1) The director 
shall commence an administrative proceeding under this 
chapter by entering either a statement of charges or a sum- 
mary order. The statement of charges or summary order may 
be entered without notice, without opportunity for hearing, 
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and need not be supported by findings of fact or conclusions 
of law, but must be in writing. 

(2) Upon entry of the statement of charges or summary 
order, the director shall promptly inform all interested parties 
that they have twenty business days from receipt of notice of 
the statement of charges or the summary order to file a writ- 
ten request for a hearing on the matter with the director and 
that the hearing will be scheduled to commence within thirty 
business days after receipt of the written request. 

(3) If no hearing is requested within the twenty-day 
period and none is ordered by the director, the statement of 
charges or summary order will automatically become a final 
order. 

(4) Ifa hearing is requested or ordered, the director, after 
notice of and opportunity for hearing to all interested persons, 
may modify or vacate the order or extend it until final deter- 
mination. 

(5) No final order or order after hearing may be returned 
without: 

(a) Appropriate notice to all interested persons; 

(b) Opportunity for hearing by all interested persons; and 

(c) Entry of written findings of fact and conclusions of 
law. 

(6) Every hearing in an administrative proceeding under 
this chapter shall be public unless the director grants a request 
joined in by all the respondents that the hearing be conducted 
privately. [1986 c 14 § 21.] 


21.30.210 Application of chapter 34.05 RCW, the 
administrative procedure act. Chapter 34.05 RCW applies 
to an administrative proceeding carried out by the director 
under this chapter unless otherwise provided in this chapter. 
[1986 c 14 § 22.] 


21.30.220 Pleading exemptions or exceptions—Bur- 
den of proof. It shall not be necessary to negate any of the 
exemptions, or exceptions from a definition, of this chapter in 
any complaint, information, or indictment, or any writ or pro- 
ceeding brought under this chapter; and the burden of proof 
of any such exemption or exception from a definition shall be 
on the party claiming the same. [1986 c 14 § 23.] 


21.30.230 Application for licensing. An applicant for 
licensing as a commodity broker-dealer or commodity sales 
representative shall file with the administrator or the designee 
of the administrator an application for licensing together with 
a consent to service of process pursuant to RCW 21.30.190. 
The application for licensing must contain the information 
that the administrator determines, by rule, is necessary or 
appropriate to facilitate the administration of this chapter. 
[1986 c 14 § 24.] 


21.30.240 Fees. (1) An applicant for licensing shall pay 
a registration fee as follows: 

(a) For a commodity broker-dealer, two hundred dollars; 
and for each branch office, one hundred dollars; and 

(b) For a commodity sales representative, fifty dollars. 

(2) Except in any year in which a licensing fee is paid, an 
applicant shall pay an annual fee as follows: 

(a) For a commodity broker-dealer, one hundred dollars; 
and for each branch office in this state, fifty dollars; and 
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(b) For a commodity sales representative, thirty-five dol- 
lars. 

(3) For purposes of this section, a branch office means 
each office of a commodity broker-dealer in this state, other 
than the principal office in this state of the commodity bro- 
ker-dealer, from which three or more commodity sales repre- 
sentatives transact business. 

(4) If an application is denied or withdrawn or the license 
is terminated by revocation, cancellation, or withdrawal, the 
administrator shall retain the fee paid. [1986 c 14 § 25.] 


21.30.250 Examinations—Waiver. (1) The adminis- 
trator may, by rule or order, impose an examination require- 
ment upon: 

(a) An applicant applying for licensing under this chap- 
ter; and 

(b) Any class of applicants. 

(2) Any examination required may be administered by 
the administrator or a designee of the administrator. Exam- 
inations may be oral, written, or both and may differ for each 
class of applicants. 

(3) The administrator may, by order, waive any examina- 
tion requirement imposed pursuant to subsection (1) of this 
section as to any applicant if the administrator determines 
that the examination is not necessary in the public interest 
and for the protection of investors. [1986 c 14 § 26.] 


21.30.260 Expiration of licenses—Authority under 
commodity sales representative license—Notification of 
changes. (1) The license of a commodity broker-dealer or 
commodity sales representative expires on December 31 of 
the year for which issued or at such other time as the admin- 
istrator may by rule prescribe. 

(2) The license of a commodity sales representative is 
only effective with respect to transactions effected as an 
employee or representative on behalf of the commodity bro- 
ker-dealer or issuer for whom the commodity sales represen- 
tative is licensed. 

(3) When a commodity sales representative begins or ter- 
minates association with a commodity broker-dealer or 
issuer, or begins or terminates activities which make that per- 
son a commodity sales representative, the commodity sales 
representative and the former commodity broker-dealer or 
issuer on whose behalf the commodity sales representative 
was acting shall notify promptly the administrator or the 
administrator's designee. [1986 c 14 § 27.] 


21.30.270 Multiple licenses, when permitted. No per- 
son may at any one time act as a commodity sales representa- 
tive for more than one commodity broker-dealer or one 
issuer, except (1) where the commodity broker-dealers for 
whom the commodity sales representative will act are affili- 
ated by direct or indirect common control, a commodity sales 
representative may represent each of those organizations or 
(2) where the administrator, by rule or order, authorizes mul- 
tiple licenses as consistent with the public interest and protec- 
tion of investors. [1986 c 14 § 28.] 


21.30.280 Classification of licenses—Limitations and 
conditions of licenses. If the administrator determines, by 
rule, that one or more classifications of licenses as a com- 
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modity broker-dealer or commodity sales representative 
which are subject to limitations and conditions on the nature 
of the activities which may be conducted by those persons are 
consistent with the public interest and the protection of inves- 
tors, the administrator may authorize the licensing of persons 
subject to specific limitations and conditions. [1986 c 14 § 
29.] 


21.30.290 Annual report and fee. For so long as a 
commodity broker-dealer or commodity sales representative 
is licensed under this chapter, it shall file an annual report, 
together with the annual fee specified in RCW 21.30.240(2), 
with the administrator or the administrator's designee at a 
time and including that information that the administrator 
determines, by rule or order, is necessary or appropriate. 
[1986 c 14 § 30.] 


21.30.300 Minimum net capital and fidelity bond 
requirements. (1)(a) The administrator may, by rule, require 
a licensed commodity broker-dealer to maintain: (i) Mini- 
mum net capital; and (ii) a prescribed ratio between net capi- 
tal and aggregate indebtedness. The minimum net capital and 
net capital-to-aggregate indebtedness ratio may vary with 
type or class of commodity broker-dealer. 

(b) If a licensed commodity broker-dealer believes, or 
has reasonable cause to believe, that any requirement 
imposed on it under this subsection is not being met, it shall 
promptly notify the administrator of its current financial con- 
dition. 

(2) The administrator may, by rule, require the furnish- 
ing of fidelity bonds from commodity broker-dealers. [1986 
c 14 §31.] 


21.30.310 Financial and other reports. A licensed 
commodity broker-dealer shall file financial and other reports 
that the administrator determines, by rule, are necessary or 
appropriate. [1986 c 14 § 32.] 


21.30.320 Records. (1) A licensed commodity broker- 
dealer or commodity sales representative shall make and 
maintain records that the administrator determines, by rule, 
are necessary or appropriate. 

(2) Required records may be maintained in computer or 
microform format or any other form of data storage provided 
that the records are readily accessible to the administrator. 

(3) Required records must be preserved for five years 
unless the administrator, by rule, specifies either a longer or 
shorter period for a particular type or class of records. [1986 
c 14 § 33.] 


21.30.330 Correcting amendments of information in 
application or financial and other reports—Exception. If 
the information contained in any document filed with the 
administrator or the administrator's designee pursuant to 
RCW 21.30.230 or 21.30.310, except for those documents 
which the administrator, by rule or order, may exclude from 
this requirement, is or becomes inaccurate or incomplete in 
any material respect, the licensed person shall promptly file a 
correcting amendment, unless notification of the correction 
has been given under RCW 21.30.260(3). [1986 c 14 § 34.] 
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21.30.340 Examination of records—Copies—Fees. 
(1) The administrator, without prior notice, may examine the 
records and require copies of the records which a licensed 
commodity broker-dealer or commodity sales representative 
is required to make and maintain under RCW 21.30.320, 
within or without this state, in a manner reasonable under the 
circumstances. Commodity broker-dealers and commodity 
sales representatives must make their records available to the 
administrator in a readable form. 

(2) The administrator may copy records or require a 
licensed person to copy records and provide the copies to the 
administrator in a manner reasonable under the circum- 
stances. 

(3) The administrator may impose reasonable fees for 
conducting an examination pursuant to this section. [1986 c 
14 § 35.] 


21.30.350 Denial, suspension, revocation, or limita- 
tion of license—Grounds. (1) The administrator may, by 
order, deny, suspend, or revoke any license or an exemption 
granted under RCW 21.30.030(7), limit the activities which 
an applicant or licensed person may perform in this state, 
conserve any applicant or licensed person, or bar any appli- 
cant or licensed person from association with a licensed com- 
modity broker-dealer, if the administrator finds that (a) the 
order is in the public interest and (b) that the applicant or 
licensed person or, in the case of a commodity broker-dealer 
any partner, officer, or director, any person occupying a sim- 
ilar status or performing similar functions, or any person 
directly or indirectly controlling the commodity broker- 
dealer: 

(i) Has filed an application for licensing with the admin- 
istrator or the designee of the administrator which, as of its 
effective date, or as of any date after filing in the case of an 
order denying effectiveness, was incomplete in any material 
respect or contained any statement which was, in light of the 
circumstances under which it was made, false or misleading 
with respect to any material fact; 

(ii)(A) Has violated or failed to comply with a provision 
of this chapter, a predecessor act, or a rule or order under this 
chapter or a predecessor act, (B) is the subject of an adjudica- 
tion or determination within the last five years by a securities 
agency or administrator or court of competent jurisdiction 
that the person has wilfully violated the federal securities act 
of 1933, the securities exchange act of 1934, the investment 
advisers act of 1940, the investment company act of 1940, or 
the commodity exchange act, or the securities law of any 
other state (but only if the acts constituting the violation of 
that state's law would constitute a violation of this chapter 
had the acts taken place in this state); 

(iii) Has, within the last ten years, pled guilty or nolo 
contendere to, or been convicted of any crime indicating a 
lack of fitness to engage in the investment commodities busi- 
ness; 

(iv) Is permanently or temporarily enjoined by any court 
of competent jurisdiction from engaging in, or continuing, 
any conduct or practice indicating a lack of fitness to engage 
in the investment commodities business; 

(v) Is the subject of an order of the administrator deny- 
ing, suspending, or revoking the person's license as a com- 
modity or securities broker-dealer, securities salesperson or 
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commodity sales representative, or investment adviser or 
investment adviser salesperson; 

(vi) Is the subject of any of the following orders which 
are currently effective and which were issued within the last 
five years: 

(A) An order by a securities agency or administrator of 
another state, Canadian province or territory, or the federal 
securities and exchange commission, entered after notice and 
opportunity for hearing, denying, suspending, or revoking the 
person's license as a commodities or securities broker-dealer, 
sales representative, or investment adviser, or the substantial 
equivalent of those terms; 

(B) A suspension or expulsion from membership in or 
association with a self-regulatory organization registered 
under the securities exchange act of 1934 or the commodity 
exchange act; 

(C) A United States postal service fraud order; 

(D) A cease and desist order entered after notice and 
opportunity for hearing by the administrator or the securities 
agency or administrator of any other state, Canadian province 
or territory, the securities and exchange commission, or the 
commodity futures trading commission; 

(E) An order entered by the commodity futures trading 
commission denying, suspending, or revoking registration 
under the commodity exchange act; 

(vii) Has engaged in any unethical or dishonest conduct 
or practice in the investment commodities or securities busi- 
ness; 

(viii) Is insolvent, either in the sense that liabilities 
exceed assets, or in the sense that obligations cannot be met 
as they mature; 

(ix) Is not qualified on the basis of such factors as train- 
ing, experience, and knowledge of the investment commodi- 
ties business; 

(x) Has failed reasonably to supervise sales representa- 
tives or employees; or 

(xi) Has failed to pay the proper filing fee within thirty 
days after being notified by the administrator of the defi- 
ciency. However, the administrator shall vacate any order 
under (xi) of this subsection when the deficiency has been 
corrected. 

An order entered under this subsection shall be governed 
by subsection (2) of this section and RCW 21.30.200 and 
21.30.210. 

The administrator shall not institute a suspension or 
revocation proceeding on the basis of a fact or transaction 
disclosed in the license application unless the proceeding is 
instituted within the next ninety days following issuance of 
the license. 

(2) If the public interest or the protection of investors so 
requires, the administrator may, by order, summarily suspend 
a license or postpone the effective date of a license. Upon the 
entry of the order, the administrator shall promptly notify the 
applicant or licensed person, as well as the commodity bro- 
ker-dealer with whom the person is or will be associated if 
the applicant or licensed person is a commodity sales repre- 
sentative, that an order has been entered and of the reasons 
therefore and that within twenty days after the receipt of a 
written request the matter will be set down for hearing. The 
provisions of RCW 21.30.200 and 21.30.210 apply with 
respect to all subsequent proceedings. 
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(3) If the administrator finds that any applicant or 
licensed person is no longer in existence or has ceased to do 
business as a commodity broker-dealer or commodity sales 
representative or is subject to an adjudication of mental 
incompetence or to the control of a committee, conservator, 
or guardian, or cannot be located after reasonable search, the 
administrator may, by order, cancel the application or license. 
[1987 c 243 § 6; 1986 c 14 § 36.] 


21.30.360 Violations—Prosecuting attorney may 
bring criminal proceedings. The director may refer such 
evidence as may be available concerning violations of this 
chapter or of any rule or order under this chapter to the proper 
prosecuting attorney, who may in his or her discretion, with 
or without such a reference, institute the appropriate criminal 
proceedings under this chapter. [1986 c 14 § 37.] 


21.30.370 Penalties in chapter nonexclusive. Nothing 
in this chapter limits the power of the state to punish a person 
for conduct which constitutes a crime by statute or at com- 
mon law. [1986 c 14 § 38.] 


21.30.380 Administration of chapter under director 
of financial institutions. The administration of this chapter 
shall be under the director of the department of financial 
institutions. [1994 c 92 § 6; 1986 c 14 § 39.] 


21.30.390 Administrator—Appointment—Delega- 
tion of duties—Term. The director shall appoint a compe- 
tent person to administer this chapter, who shall be desig- 
nated the administrator. The director shall delegate to the 
administrator such powers, subject to the authority of the 
director, as may be necessary to carry out this chapter. The 
administrator shall hold office at the pleasure of the director. 
[1986 c 14 § 16.] 


21.30.400 Director's powers and duties—Rules, 
forms, and orders—Fees. In addition to specific authority 
granted elsewhere in this chapter, the director may make, 
amend, and rescind rules, forms, and orders as are necessary 
to carry out this chapter. Such rules or forms shall include but 
need not be limited to rules defining any terms, whether or 
not used in this chapter, insofar as the definitions are not 
inconsistent with this chapter. The director may classify com- 
modities, commodity contracts, and commodity options, per- 
sons, and matters within the director's jurisdiction. No rule or 
form may be made unless the director finds that the action is 
necessary or appropriate in the public interest or for the pro- 
tection of the investors and consistent with the purposes 
intended by the policy and provisions of this chapter. The 
director may, by rule, establish a schedule of reasonable fees 
to carry out the purposes of this chapter, such fees to cover 
the estimated costs of enforcing this chapter. [1986 c 14 § 
40.] 


21.30.800 Securities laws not affected. Nothing in this 
chapter shall impair, derogate from, or otherwise affect the 
authority or powers of the administrator under the securities 
act of Washington, chapter 21.20 RCW, or the application of 
any provision thereof to any person or transaction subject 
thereto. [1986 c 14 § 41.] 
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21.30.810 Construction and purpose. This chapter 
may be construed and implemented to effectuate its general 
purpose to protect investors, to prevent and prosecute illegal 
and fraudulent schemes involving commodities and to maxi- 
mize coordination with federal and other states' law and the 
administration and enforcement thereof. [1986 c 14 § 42.] 


21.30.901 Effective date—1986 c 14. This act shall 
take effect on October 1, 1986. [1986 c 14 § 46.] 


Chapter 21.35 RCW 
UNIFORM TRANSFER ON DEATH SECURITY 
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21.35.005 Definitions. Unless the context clearly 
requires otherwise, the definitions in this section apply 
throughout this chapter. 

(1) "Beneficiary form" means a registration of a security 
that indicates the present owner of the security and the inten- 
tion of the owner regarding the person who will become the 
owner of the security upon the death of the owner, referred to 
as a "beneficiary." 

(2) "Devisee" means any person designated in a will to 
receive a disposition of real or personal property. 

(3) "Heirs" means those persons, including the surviving 
spouse, who are entitled under the statutes of intestate succes- 
sion to the property of a decedent. 

(4) "Person" means an individual, a corporation, an orga- 
nization, or other legal entity. 

(5) "Personal representative" includes executor, admin- 
istrator, successor personal representative, special adminis- 
trator, and persons who perform substantially the same func- 
tion under the law governing their status. 

(6) "Property" includes both real and personal property 
or any interest therein and means anything that may be the 
subject of ownership. 

(7) "Register," including its derivatives, means to issue a 
certificate showing the ownership of a certificated security 
or, in the case of an uncertificated security, to initiate or 
transfer an account showing ownership of securities. 

(8) "Registering entity" means a person who originates 
or transfers a security title by registration, and includes a bro- 
ker maintaining security accounts for customers and a trans- 
fer agent or other person acting for or as an issuer of securi- 
ties. 
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(9) "Security" means a share, participation, or other 
interest in property, in a business, or in an obligation of an 
enterprise or other issuer, and includes a certificated security, 
an uncertificated security, and a security account. 

(10) "Security account" means (a) a reinvestment 
account associated with a security; a securities account with a 
broker; a cash balance in a brokerage account; or cash, cash 
equivalents, interest, earnings, or dividends earned or 
declared on a security in an account, a reinvestment account, 
or a brokerage account, whether or not credited to the account 
before the owner's death; (b) an agency account including, 
without limitation, an investment management account, 
investment advisory account, or custody account, with a trust 
company or a trust division of a bank with trust powers, 
including the securities in the account; a cash balance in the 
account; and cash, cash equivalents, interest, earnings, or div- 
idends earned or declared on a security in the account, 
whether or not credited to the account before the owner's 
death; or (c) a cash balance or other property held for or due 
to the owner of a security as a replacement for or product of 
an account security, whether or not credited to the account 
before the owner's death. 

(11) "State" includes any state of the United States, the 
District of Columbia, the Commonwealth of Puerto Rico, and 
any territory or possession subject to the legislative authority 
of the United States. [2005 c 97 § 14; 2003 c 118 § 1; 1993 c 
287 § 1.] 


21.35.010 Security registered in beneficiary form— 
Ownership. Only individuals whose registration of a secu- 
rity shows sole ownership by one individual or multiple own- 
ership by two or more with right of survivorship, rather than 
as tenants in common, may obtain registration in beneficiary 
form. Multiple owners of a security registered in beneficiary 
form shall hold the security as joint tenants with right of sur- 
vivorship either as separate property or as community prop- 
erty, and not as tenants in common. [1993 c 287 § 2.] 


21.35.015 Registering a security in beneficiary 
form—Authorization. A registering entity may register a 
security in beneficiary form if the form is authorized by this 
chapter or a substantially identical statute of another state if 
the state is: (1) The state of organization of the issuer or reg- 
istering entity, (2) the location of the registering entity's prin- 
cipal office, (3) the location of the office of its transfer agent 
or its office making the registration, or (4) the location of the 
owner's listed address at the time of registration. A registra- 
tion governed by the law of a jurisdiction in which this or 
substantially identical legislation is not in force or was not in 
force when a registration in beneficiary form was made is 
nevertheless presumed to be valid and authorized as a matter 
of contract law. [1993 c 287 § 3.] 


21.35.020 Registering a security in beneficiary 
form—Designation of beneficiary. A security, whether evi- 
denced by certificate or account, is registered in beneficiary 
form when the registration includes a designation of a benefi- 
ciary to take the ownership at the death of a sole owner or at 
the death of the last to die of multiple owners. [1993 c 287 § 
4.] 
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21.35.025 Registering a security in beneficiary 
form—Words of designation. Registration in beneficiary 
form may be shown by the words "transfer on death" or the 
abbreviation "TOD," or by the words "pay on death" or the 
abbreviation "POD," after the name of the registered owner 
or owners and before the name of a beneficiary. [1993 c 287 


§ 5.] 


21.35.030 Designation of a TOD or POD benefi- 
ciary—Effect on ownership—Cancellation or change. 
The designation of a TOD or POD beneficiary on a registra- 
tion in beneficiary form has no effect on ownership of the 
security until the owner's death, or on community property 
rights and obligations of owners. A registration of a security 
in beneficiary form may be canceled or changed at any time 
by the sole owner or all then surviving owners, without the 
consent of the beneficiary. [1993 c 287 § 6.] 


21.35.035 Death of owner or owners—Ownership 
passes to beneficiaries. On death of a sole owner or the last 
to die of all multiple owners, ownership of securities regis- 
tered in beneficiary form passes to the beneficiary or benefi- 
ciaries who survive all owners. On proof of death of all own- 
ers and compliance with any applicable requirements of the 
registering entity, a security registered in beneficiary form 
may be reregistered in the name of the beneficiary or benefi- 
ciaries who survived the death of all owners. Until division of 
the security after the death of all owners, multiple beneficia- 
ries surviving the death of all owners hold their interests as 
tenants in common. If no beneficiary survives the death of all 
owners, the security belongs to the estate of the deceased sole 
owner or the estate of the last to die of all multiple owners. 
[1993 c 287 § 7.] 


21.35.040 Registering entity—Protection. (1) A reg- 
istering entity is not required to offer or to accept a request for 
security registration in beneficiary form. If a registration in 
beneficiary form is offered by a registering entity, the owner 
requesting registration in beneficiary form assents to the pro- 
tections given to the registering entity by this chapter. 

(2) By accepting a request for registration of a security in 
beneficiary form, the registering entity agrees that the regis- 
tration will be implemented on death of the deceased owner 
as provided in this chapter. 

(3) A registering entity is discharged from all claims to a 
security by the estate, creditors, heirs, or devisees of a 
deceased owner if it registers a transfer of a security in accor- 
dance with RCW 21.35.035 and does so in good faith reliance 
(a) on the registration, (b) on this chapter, and (c) on informa- 
tion provided to it by affidavit of the personal representative 
of the deceased owner, or by the surviving beneficiary or by 
the surviving beneficiary's representatives, or other informa- 
tion available to the registering entity. The protections of this 
chapter do not extend to a reregistration or payment made 
after a registering entity has received written notice from any 
claimant to any interest in the security objecting to imple- 
mentation of a registration in beneficiary form. No other 
notice or other information available to the registering entity 
affects its right to protection under this chapter. 

(4) The protection provided by this chapter to a register- 
ing entity does not affect the rights of beneficiaries in dis- 
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putes between themselves and other claimants to ownership 
of the security transferred or its value or proceeds. [1993 c 
287 § 8.] 


21.35.045 Transfer on death—Contract—Rights of 
creditors. (1) A transfer on death resulting from a registra- 
tion in beneficiary form is effective by reason of the contract 
regarding the registration between the owner and the register- 
ing entity and this chapter and is not testamentary. 

(2) This chapter does not limit the rights of creditors of 
security owners against beneficiaries and other transferees 
under other laws of this state. [1993 c 287 § 9.] 


21.35.050 Registering entity—Terms and condi- 
tions—Forms authorized. (1) A registering entity offering 
to accept registrations in beneficiary form may establish the 
terms and conditions under which it will receive requests (a) 
for registrations in beneficiary form, and (b) for implementa- 
tion of registrations in beneficiary form, including requests 
for cancellation of previously registered TOD beneficiary 
designations and requests for reregistration to effect a change 
of beneficiary. The terms and conditions so established may 
provide for proving death, avoiding or resolving any prob- 
lems concerning fractional shares, and designating beneficia- 
ries. Other rules for providing proofs and assurances needed 
to satisfy reasonable concerns by registering entities regard- 
ing conditions and identities relevant to accurate implementa- 
tion of registrations in beneficiary form may be contained in 
a registering entity's terms and conditions. 

(2) The following are illustrations of registrations in ben- 
eficiary form that a registering entity may authorize: 

(a) Sole owner-sole beneficiary: John S. Brown TOD (or 
POD) John S. Brown Jr. 

(b) Multiple owners-sole beneficiary: John S. Brown 
Mary B. Brown JT TEN TOD John S. Brown Jr. 

(c) Multiple owners-multiple beneficiaries: John S. 
Brown Mary B. Brown JT TEN TOD John S. Brown Jr. Peter 
Q. Brown. [1993 c 287 § 10.] 


21.35.900 Short title—Statutory construction. (1) 
This chapter shall be known as and may be cited as the uni- 
form TOD security registration act. 

(2) This chapter shall be liberally construed and applied 
to promote its underlying purposes and policy and to make 
uniform the laws with respect to the subject of this chapter 
among states enacting it. 

(3) Unless displaced by the particular provisions of this 
chapter, the principles of law and equity supplement the pro- 
visions of this chapter. [1993 c 287 § 11.] 


21.35.901 Application. This chapter applies to registra- 
tions of securities in beneficiary form made before or after 
July 25, 1993, by decedents dying on or after July 25, 1993. 
[1993 c 287 § 12.] 


21.35.902 Construction—Chapter applicable to state 
registered domestic partnerships—2009 c 521. For the 
purposes of this chapter, the terms spouse, marriage, marital, 
husband, wife, widow, widower, next of kin, and family shall 
be interpreted as applying equally to state registered domestic 
partnerships or individuals in state registered domestic part- 
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nerships as well as to marital relationships and married per- 
sons, and references to dissolution of marriage shall apply 
equally to state registered domestic partnerships that have 
been terminated, dissolved, or invalidated, to the extent that 
such interpretation does not conflict with federal law. Where 
necessary to implement chapter 521, Laws of 2009, gender- 
specific terms such as husband and wife used in any statute, 
tule, or other law shall be construed to be gender neutral, and 
applicable to individuals in state registered domestic partner- 
ships. [2009 c 521 § 62.] 
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